UJv c 


5 U' 


•z $ v l ;V 



j giifam realpolitik 

ZwickeVs strategy 


for IGMetall 



Investing in health ^ 

Spend the money on j~ 

basic services Er ; 

World Devslopmsut Report, Pago 7 


Choose yonrweliii 

Big BZue empowers 
its foot soldiers 

Page 9 





.. Russian greens win 
their local battles 


Page 10 


FINANCIAL TIMES 


Europe - Business Newspaper 


WEDNESDAY JULY 7 1 993 


D8523A 


to™“ck°d to“ tor I Missing KIO cash ‘used to buy Kuwait liberation’ 


row over shooting 


?^ f 5f a «5* a3hes ,eawo 116 dead: The death 
tou^fter four days of violence in South Africa 
reached 116 yesterday as black groups fought 
tntitestreets of two townships near Johannesburg. 


Payoff tor Attalfc Jacques Aftaii, who is 
resigning as president of the European Bank 
for Reconstruction and Development, is likely 
to receive a tax-free pay-off of more than £147 000 
($221,000). Page 14 


Record rise In De Beers* diamond sales 

TtlriiiVin ■>< • Diamond sales by De 

Beers, the South African 


group which dominates 
the market, reached 
a record $2.54bn in 
the first half of this 
year, 42 per cent above 
the depressed total 
> for the first six months 
£ of 1992. The company 
said special factors 
had boosted sales, 
which were unlikely 
to continue at such 
{; levels. Analysts said 
" that even an average 
second-half performance would send De Beers’ 
rough diamond sales above the record $4.17bn 
seen in 1988 and 1990. Page 22 


m 




Ashton Mining, Australian diamond miner, 
is planning an A$ll2m (US$75m) flotation of its 
gold production interests. Page 15 


Japanese executives sacked: Three 
executives at Japanese construction company 
Hazama were sacked after being arrested during 
a bribery investigation. Page 6 


UK attacked over economy: Britain was 
told by its European Community partners that 
its measures to curb its £50bn ($75bn) budget 
deficit were inadequate. Page 14 


Knqip-lloescfi, merged German steel and 
engineering group, reported a half-year loss of 
DM320m ($189m> because of extraordinary expendi- 
tures in its steel divisions. Page 15 


Serbian court refects pl e a: Serbian opposition 
leaders may stage mass protests in Belgrade after 
the supreme court rejected an international appeal 
to release ailing opposition figure Vuk Draskovic. 
Page 2 


Northwest Airlines, debt-burdened US earner 
which is integrating its operations with those 
of KLM Royal Dutch Airlines, staved off a bank- 
ruptcy filing by reaching agreement with its pilots’ 
union on cost cuts. Page 17 


Posfel, the UK’s hugest pension fluid, announced 
a £120m ($l8Qm) rescue package for Greycoat 
which will give it up to 87.7 per cent of the troubled 
property company. Page 15; Lex. Page 14 


Italy's budget approved: The Italian 
pflr l fomenfc endorsed the mini-budget unveiled 
in May by Carlo Azegiio Ctampi’s government. 

UK car sales up: The UK motor trade recorded 
an 11.07 per cent year-on-year rise in new car 
registrations during June. Page 8 


German Jobless total rises: Western 
Germany’s unemployment rate edged up to 7 
per cent last month compared with 6JJ per cent 
in May. Page 2 


47 (tie in Kashmir violence: At least 47 
people died yesterday in Kashmir, where Moslem 
militants are fighting Indian rule. 


Nokia In phone buy-out: Finnish electronics 
group Nokia is paying $31 .Sm to buy out Tandy 
Corporation of the US from mobile telephone 
manufacturing joint ventures in South Korea 
and Texas. Page 15 


On the air Mercury Communications, subsidiary 
or the UK’s Cable and Wireless group, plans to 
offer airlines an in-flight telephone service for 
passengers. Page 3 

Michelangelo draws record price: A drawing 
by Michelangelo, sold at Christie's in London 
Ibr £ 42 m ($&3m), a world record for a drawing 
by an Old Master. It was bought on behalf of 
the Getty Museum in Malibu, California. 
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By Pater Bruce in Madrid 


German federal prosecutor Alexander von Stahl 
is to he sacked for his role In a dispute over the 
shooting of a suspected urban guerrilla, the justice 
Tf*& authorities have given contradic- 
tory accounts of the shooting, in the northern 
tovro of Bad Kleinen, which forced the resignation 
M. Sunday of interior minister Rudolf Seiters. 


FORMER TOP officials of the the 
Kuwait Investment Office have Haiw^ 
that $30Gm which went missing shortly 
after the Iraqi invasion of Kuwait was 
used to buy political support in the west 
and the Arab world in favour of armed 
intervention to liberate the emirate. 

According to confidential evidence 
submitted to Kuwaiti investigators 
looking into the collapse of the KIO’s 
Spanish operation, a sl ush hind was cre- 
ated in London in 1990 to influerv-e polit- 
ical leaders in countries which eventu- 
ally came to Kuwait’s rescue. 

Substantial sums are also alleged to 


have been used to bny votes at the 
United Nations where Security Council 
votes later provided the legal basis for 
Kuwait’s liberation led by troops from 
the US, Europe and Arab states. 

Members of the KZO’s former manage- 
ment , some of whom are accused by file 
Gulf Emirate of stealing between $300m 
and S5t0m, have persistently claimed 
that the missing funds were used to 
influence political opinion on the 
instruction of Kuwaiti leaders in exile. 

Both the Kuwaiti government and the 
present management of the KIO deny 
the existence of such a slushfund. 

However in the first official reference 
to the possible existence of a London- 


based slush fund, a Kuwaiti parliamen- 
tary committee investigating alleged 
losses of up to 55bn from the KIO’s Span- 
ish operations has been told that its 
former chairman. Sheikh Fahad 
Mohammed Al-Sabah, transferred $300m 
from Spain to accounts in 1 nndn n under 
his control soon after the invasion. 

The report, by the parliament’s 
finance committee, quotes Mr David 
Betts, chief fiiyanriai officer at the KIO, 
as telling it in February that "the former 
president of the Office (the KIO), Fahad 
Mohammed Al- Rahah asked him not to 
mention anything about the transfers 
that were made from Grupo Torres in 
Spain to his account in London and 


which amounted to $300m in 1990. He 
justified the secrecy by saying that these 
sums were confidential and were trans- 
ferred for political purposes. (Sheikh 
Fahad) repeated this on several occa- 
sions." 

Grupo Torres is the KIO’s crippled 
Spanish industrial company. Some 
$1.2bn was tranf erred to Torres by the 
KIO between August and October 1990 of 
which up to $5l0m cannot be accounted 
for. Writs issued against many former 
KIO managers in London earlier this 
year by Kuwait allege that this money 
was stolen. Mr Ismail al-Shatti, presi- 
dent of the committee, said yesterday 
that “there were transfers reaching 


$510m without justification. These trans- 
fers could be considered outright theft of 
the country’s funds.” 

Current KIO managers and members 
of the Kuwaiti parliament say that the 
former management may be trying to 
hide the true destination of the money 
by pretending it was used to help save 
the country after the invasion by Presi- 
dent Saddam Hussein's forces. 

However Mr Betts is still highly 
regarded in the KIO and there is no 
suggestion of impropriety on his part 
His testimony, if correctly reported, car- 
ries considerable weight. He was not 
available yesterday and Sheikh Fahad is 
believed to be in the Bahamas. 


Negotiators report progress on tariff-cutting deal that could revive Uruguay Round 

G7 summit 


UK legal 


prospects 
brighten on 
trade talks 




review a 
threat to 
jury trials 


By Robert Rice in London 


By Mlchiyo Nakamoto and 
Peter Norman in Tokyo 





THE ANCIENT right of 
defendants to trial by jury was 
threatened yesterday when 
Britain’s Royal Commission on 
Criminal Justice urged its aboli- 
tion. prompting a potential con- 
frontation between the govern- 
ment and the judiciary. 

This was the most controver- 


PROSPECTS for today's 
economic summit of the Group of 
Seven leading industrial nations 
suddenly brightened in the early 
hours of thi« morning as trade 
negotiators reported some prog- 
ress toward a wide-ranging tariff- 
cutting deal. 

After nearly seven hours of 
talks, ministers from the 
so-called Quad countries - the 
US, the European Community, 
Japan and Canada - said prog- 
ress was made in many areas 
towards a market access agree- 
ment that might breathe new life 
into the stalled Uruguay Round 
of trade liberalisation talks. 

All participants warned that 
difficult problems remained to be 
overcome. But Mr Kabtm Mu to, 
the Japanese foreign minister, 
gave a hint of the scale of prog- 
ress when he said agreement had 
been reached in some areas 
where the negotiators wanted to 
reduce tariffs to zero. The minis- 
ters declined to be more specific. 
They will meet again today. 

Speaking at around 3am Tokyo 
time. Sir Leon Brittan, EC trade 
commissioner, said the negotia- 
tors had made progress on “a 
wide variety of issues” and he 
hoped for a “successful outcome" 
today. Mr Mickey Kantor. the US 
trade representative, was also 
optimistic, saying he looked for- 
ward to today’s session. 

Earlier, it had seemed that the 
G7 summit - the 19th since 1975 
- would open under a cloud of 
unresolved trade disputes. A 


PAGE 4 

■ US and Japan seek to break 
trade deadlock 

■ EC urges Miyazawa to stimu- 
late growth 


meeting between US President. 
Bill Clinton and Mr KUchi Miya- 
zawa, the Japanese prime minis- 
ter. yesterday fafigri to Heal a dis- 
pute between the two countries 
over gutting Japan's annual cur- 
rent account surplus, currently 
estimated at about $!50bn. 

In a joint press conference. Mr 
Miyazawa flatly rejected US pres- 
sure for numerical targets to 
reduce the surplus. Showing lit- 
tle of the reticence normally 
associated with “lame duck" 
leaders, he said it was impossible 
for market economies such as the 
US and Japan to control the level 
of their imports and exports and 
so decide the level of their cur- 
rent accounts in terms of a per- 
centage of gross domestic prod- 
uct 

Mr Miyazawa faces a general 
election on July 18 after losing a 
vote of confidence. 

In the Quad talks, disagree- 
ments between the US and EC on 
trade in textiles were at the cen- 
tre of yesterday's problems. 

The US was reported to be 
unwilling to reduce tariffs fur- 
ther on textiles such as woollen 
suits where the EC has a compet- 
itive advantage. The US fears 
having to extend the same reduc- 
tions to China and other coun- 
tries under the most-favoured 
nation rule. 




sial proposal among 352 recom- 
mendations for change in the 
British criminal justice system 
made by the independent govern- 
ment-appointed commission and 
seems certain to cause a political 
storm if accepted. 

Mrs Barbara Mills, director of 
public prosecutions, had backed 
tiie change to save costs by cut- 
ting down on the number of 
cases tried in crown courts each 


v . j : ' "Vs..;;:".': ’< " 


Japanese prime minister Kffchi Miyazawa and US president BUI Clinton talk before the summit meeting 


"Textiles is the big problem 
because it is a huge business for 
the US, for the EC and for third 
world countries,” an official close 
to the talks said. 

Yet in the view of trade ana- 
lysts, agreement on textiles 
would greatly help achieve a suc- 
cessful market access package. In 
addition to lowering tariffs, a tex- 
tiles agreement would send a 
clear message to the other mem- 
bers of the General Agreement 
on Tariffs and Trade that the 
Quad group was serious about 
taking multilateral trade talks 
forward. 

Some of the US’s trading part- 
ners believed that Mr Kantor was 
keen to strike a deal. But they 
said the US bad not moved its 
position much since the last 


Quad meeting less than two 
weeks ago ir. Tokyo. 

As G7 leaders gathered last 
night, Mr John Major, the UK 
prime minis ter, promised to "bad- 
ger and bully" the G7 to make 
progress on trade liberalisation 
this week, but acknowledged that 


it would "not be easy”. 

Mr Major underlined the impor- 
tance of completing the Gatt 
round, which he said was no less 
vital to the world economy and 
creating employment than it was 
at last year’s G7 summit in 
Munich. 


year. 

The overwhelming majority of 
the 30,000 defendants who elect 
jury trial each year later change 
their plea to guilty, resulting in a 
waste of court time and 
resources. But senior judges are 
strongly opposed to abolition of a 
right which stretches back to the 
signing of the Magna Carta in 
1215. 

Members of the judiciary are 
reluctant to abandon a system 
first introduced following the 
Norman invasion in 1066 and 
which has since been adopted in 
Commonwealth countries and 
the US. 


Continued on Page 14 
Details, Page 8 
Editorial Comment, Page 13 




In 1976, this 
cost $19,000,000. 


Apple to shed 2,500 jobs in 
plan for broad restructuring 


By Louise Keboe 
in San Francisco 
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APPLE COMPUTER, winch last 
month appointed a new chief 
executive, said yesterday it 
planned to cut 2£0Q jobs, reduc- 
ing its workforce by more than 15 
per rant. It intends to carry out a 
broad restructuring over the next 
year. 

The announcement confirmed 

speculation that the US personal 
computer company would make 
severe cuts to reduce costs and 
boost fla gging profit margins as 
competition, increases. 

The company's main problem 
is that its Macintosh desktop 
computers are no longer gaining 
market share despite aggressive 
price-cutting. The company faces 
increasing competition from stan- 
dard personal computers based 
on Intel chips running Micro- 
soft’s Windows software. 

Apple will take charges in the 


current quarter to cover the costs 
of job cuts. Although the com- 
pany provided no estimate of the 
amount, analysts calculated they 
could exceed $100m and result in 
a loss for the quarter. Most of the 
redundancies will occur this 
month. 

The company provided no 
details of its restr uct u ring plans 
which it said would be be 
revealed later this month. Apple 
is expected to report its third 
quarter earnings next week. 

Mr Michael Spindler, Apple's 
new chief executive, was unavail- 
able for comment on his first 
decisive action since taking over 
from Mr John Sculley last month. 
Mr Sculley , who remains Apple 
c hairman, is on sabbaticaL 

The restructuring is expected 
to affect all divisions and admin- 
istrative operations may be par- 
ticularly vulnerable. 

Last month, Mr Sculley warned 
that Apple’s earnings in the sec- 


ond half of the financial year to 
September would fall below last 
year's levels. He said the com- 
pany would take "aggressive" 
actions to boost sales and “appro- 
priate" actions to create' earnings 
growth. For the third quarter of 
1991-92, Apple reported net earn- 
ings. of $131.7m or $1.07 a share 
on $L74bn in sales. 

Apple has already posted two 
consecutive quarters 0 / profit 
declines. It suffered a 3 per cent 
drop in Its first quarter and 35 
per cent downturn In the second 
quarter. Gross profit margins 
dropped to 38.5 per cent of sales 
in the second quarter, from 44 
per cent a year ago. 

Mr Spindler’s appointment was 
seen as a move to focus Apple’s 
top management more directly 
on current problems. Mr Sculley 
showed greater interest in bund- 
ing new business opportunities 
fbr Apple in the emerging field of 
multimedia communications. 





I AST February, a Cray-1 supercomputer was 
J auctioned for $10,101. Installed at the Lawrence 


i J auctioned for $10,101. Installed at the Lawrence 
Livermore laboratory in 1976, it cost $19m- Its 
processing power was equivalent to Sun’s new 
SPARCstation 10 multiprocessing workstation 
(pictured above). 


Now the world’s fastest desktop MP workstation is 
available from Morse. And it doesn’t need liquid 
nitrogen to cool iL Sun SPARCstations are designed 
for commercial use. They use Sun’s industry 
standard UNIX operating system* Solaris, and run 
over 5000 ready made applications. 
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Morse Computers know how to apply this to 
business applications. At a saving of $18,960,000. 
We would Kke to show you how. For details, please 
phone Richard Styles. 
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Brussels to reject Dublin’s insistence on extra funding 


Irish out of luck in EC aid row 


By David Gardner in Brussels 


THE row sparked by Ireland’s 
blocking at the weekend of the 
European Community's largest 
ever regional aid programme 
looks set to worsen today, as 
signs emerge that Brussels 
may not even be able to guar- 
antee Dublin the binding that 
the Irish government bas 
already rejected. 

The European Commission 
and EC ambassadors to Brus- 
sels hold separate meetings 
today to try to break the 
logjam, caused by Ireland’s 
refusal to accept less than the 
I£8bn (£7.7bn) that Prime Min- 


ister Albert Reynolds says he 
was promised at last Decem- 
ber's Edinburgh summit 

Mr Jacques Delors. Commis- 
sion president, is understood to 
have offered the Irish I£7.5bn 
last weekend, when EC foreign 
ministers tried to agree on the 
Community's Ecul57bn 
(£12ibn) regional aid pro- 
gramme for 1994 to 1999. 

But the Commission is 
divided on whether Ireland has 
been offered more than it is 
entitled to under the criteria 
set at Edinburgh. Spain, Portu- 
gal and Greece - which with 
Ireland make up the "Cohesion 
Four” member states ear- 


marked for the EC’s most gen- 
erous grants - are objecting 
that some of the money 
already offered to Dublin will 
have to come out of their pot. 

“There's a limit to the num- 
ber of times you can hand out 
the same money,” one EC dip- 
lomat said. 

Mr Bruce Milton, the Scot- 
tish commissioner for regional 
policy, is insisting on sticking 
to the Edinburgh criteria. 
These weigh factors like 
regional per capita income, 
unemployment levels, size of 
population and of rural popula- 
tion. In the 1969-1993 regional 
aid package, Ireland got 13.5 


per cent of funds for the “Cohe- 
sion Four" - giving it 2 to 2% 
times more per capita than its 
poor colleagues - whereas now 
it is being offered an 11 per 
cent share. 

“On the most generous Inter- 
pretation of Edinburgh." one 
senior EC official said, “you 
just about arrive at I£7bn for 
Ireland. Sven I£7bn would 
leave Ireland measurably in 
front of the other three" on 
funding per head. “There's 
only so much we can do to get 
[Mr Reynoldsl out of a hole 
he's dug for himself." 

An ambassador from one of 
the “Cohesion Four” said the 


three others were not ready to 
be flexible. It was not reason- 
able for anybody to offer some- 
thing which differs substan- 
tially from what was approved 
by the Edinburgh sum m it 

If the package is not wrapped 
up this week for delivery to the 
European Parliament next 
week, fending is unlikely to 
start nest January. 

It is understood, however, 
that Mr Reynolds’ government 
is examining ways of dressing 
up the offer to Ireland, by try- 
ing to squeeze more money out 
of Community regional fend- 
ing and out from unspent 
1989-1583 aid funds. 


Serbian court 
rejects plea 
for Draskovic 


By Laura Silber In Belgrade 


SERBIAN opposition leaders 
were meeting last night to 
decide whether to call mass 
protests in Belgrade after the 
supreme court rejected an 
international appeal to release 
the ailing opposition figure, Mr 
Vuk Draskovic. 

President Slobodan Milosevic 
of Serbia yesterday ignored a 
plea from Mrs Danielle Mitterr- 
and, the French president’s 
wife, to release Mr Draskovic 
who last week began a hunger 
strike in protest against his 
imprisonment. Mr Draskovic 
and his wife were arrested and 
severely beaten at a demon- 
stration in Belgrade last month 
at which a policeman and a 
protester were killed. 

“He [Milosevic] did not 

conceal his displeasure at hav- 
ing to see her," said a member 
of the Serbian delegation who 
attended the one-hour meeting. 
Mr Ivica Daclc, spokesman for 
Serbia's ruling Socialists, dis- 
missed as “cynical” the inter- 
vention of Mrs Mitterrand 
“while Serbia was in a dun- 


Diplomats in Belgrade yes- 
terday said the “arrogance" of 
Mr Milosevic could backfire 
and prompt unrest In Belgrade, 
the Serbian capital. “People 
may take to the streets. The 
prognosis on Vuk Is so bad. 
The supreme court has basi- 
cally said it works for the 
regime." 

Meanwhile, Serb and Croat 
commanders at the last minute 
pulled out of talks with the 
commander of the Bosnian 
army which were to have been, 
held yesterday at Sarajevo air- 
port on the establishment of a 
ceasefire and the safe hav ens 


geon . 

Leaders of the Serbian 
Renewal Movement (SPO), 
Serbia’s biggest opposition 
party, held closed-door meet- 
ings after hospital doctors said 
Mr Draskovic’s condition had 
“deteriorated". 


issue. 

Reports from all three sides 
said fighting continued yester- 
day in north, central and 
southeast Bosnia. 

In the southwestern city of 
Mostar, Bosnian radio said 
Croat forces fired on the 16th 
century Ottoman bridge, which 
is a UN landmark and the sym- 
bol of the battered city. 

Moslem-controlled Sarajevo 
radio said Serb forces in Brcko 
in north Bosnia brought in 
reinforcements after suffering 
heavy losses in fighting with 
Moslems. 

The UN said many key roads 
were blocked in central Bosnia 
where Moslems and Croats, 
allies against Serbs earlier in 
the war, are fighting for terri- 
tory. 



Azerbaijan 
sends in 


new troops 


By John Lloyd In Baku 


Images of death: a Croat soldier crouches with his gun at a 
school window in Mostar above a graffiti skull on the wall below 


THE Azerbaijan government 
has sent troops and tanks to 
the front-line town of Agdam 
on the border of the disputed 
enclave of Nagorno-Karabakh 
in a desperate bid to stop the 
advancing Karabakh Armenian 
forces from taking it The 
regional centre’s fall would be 
a severe blow for the new gov- 
ernment of Mr Gaidar Aliyev, 
the former Communist party 
first secretary who is now act- 
ing head of state. 

The Azeri defence ministry 
said yesterday that as many as 
2,500 soldiers had been sent to 
the front on Sunday and Mon- 
day with about 20 tanks. It 
claimed some villages around 
the town, captured and burnt 
by the Armenian forces over 
the weekend, had been re- 
taken. However, eyewitnesses 
in Agdam said there were 
fewer than 2,500 fresh troops 
and there was no indication 
the siege of the town had been 
lifted. 

Unconfirmed reports also 
pointed to the presence in 
Agdam of Mr Suret Husseinov, 
the new Azeri prime minister 
and former commander of the 
Azeri counter-offensive in 
Karabakh last year. It was his 
threat last month to march on 
the capital, Baku, with soldiers 
loyal to him that caused the 
downfall of President Abulfez 
Elchibey and the return to 
power of Mr Aliyev - as well as 
his own elevation. 


Jobless total 


up again in 
west Germany 


By Christopher Parkas 
in Frankfurt 


the 


THE unemployment rate in 
western Germany edged up to 
7 per cent last month as reces- 
sion continued to plague the 
e c on omy and the summer lull 
took its toll. This compared 
with 6L9 per cent in May and 
5JS in June last year. 

People drawing benefit rose 
by an unadjusted 18,300 to 
2A7m. Seasonally adjusted the 
Increase was close to 30,000- 
But the official jobless total 
was also reduced by tighter 
controls cm registration. 

While some 315,000 people 
were newly registered as 
unemployed during the month, 
a further 297,000 “ended their 
unemployment”, according to 
an official statement However, 
vacancies were down 8 per 
cent on June last year. 

Separate figures from the 
Federal Labour Office showed 
that in May 482,000 0-7 per 
cent) fewer people were in 


work in the west than in 
pa T pe month last year. 

Pressures on the labour mar- 
ket were also illustrated by a 
reduction in new apprentice- 
ships from almost 44,000 
June last year to 24,000. 

Meanwhile, numbers work 
ing short-time In the region 
during June fell 41,500 to 
around 897.000. There was also 
a modest increase in jobles 
sness in the east, where 
rate was unchanged on 
month at 14.4 per cent 
although slightly down on the 
14.7 per cent recorded In June 
last year. 

Although there are some 
signs that the recession is bcrt 
toming out, unemployment is 
expected to continue increas- 
ing as industrial employers 
sHm down their operations 
restore lost competitiveness. 

Diesel engine and plant 
maker KlSckner-Humboldt- 
Deutz, for example, yesterday 
announced that a further 2,000 
jobs would have to go. 


Brussels presses 
Italy over steel 


By Andrew Hitt in Brussels 


THE European Commission 
will today renew pressure on 
Italy to foil in line with Com- 
munity plans to restructure 
the ail big EC steel industry. 

Concern is growing in Brus- 
sels that Italy’s reluctance to 
amend its plans to restructure 
Ova, the state steel producer, 
could derail EC steel policy. To 
try to force Italy’s hand, the 
Commission is Likely to open a 
formal procedure today to 
recover state subsidies alleg- 
edly being pumped into Hva. 

Commissioners will also 
debate proposals Intended to 
stop the Italian state continu- 
ing to finance Uva's losses, 
which one Brussels official 
estimated yesterday at 
EculSOm (Sllfim) a month. 

The Italian government says 
Hva is not receiving state aid 
as such and refuses to make 
the capacity cuts which Brus- 
sels is demanding in return for 
fee subsidies. 


Commission officials said 
yesterday fee latest move was 
intended mainly as a threat to 
the Italian government. 

Brussels is already blaming 


fee Italian stubbornness - in 
particular, Zlva’s alleged 
attempts to block an indepen- 
dent study of fee company - 
for fee probable postponement 
of this month's crucial meeting 
of EC industry ministers. That 
meeting was supposed to 
decide on a handful of highly 
sensitive cases of state aid to 
producers in Spain, east Ger- 
many and Italy. It would lay 
the ground for formal agree- 
ment on a wide-ranging overall 
plan for capacity cuts. 

Today, Mr Karel Van Miert 
and Mr Martin Bangemann, 
competition and industry com- 
missioners respectively, will 
tell Mr Melchior Watbelet, Bel- 
gium's economics minister 
who will chair the meeting, 
there is no point going ahead 
while fee Italian case, in par- 
ticular, remains unresolved. 


Le Pen visit ends 


in transit lounge 


By Rachel Johnson 


AT LEAST he landed this time. 
Repelled by the hoteliers and 
local authorities of Dublin and 
Edinburgh, Mr Jean-Marie Le 
Pen, beacon of Europe’s far 
right, arrived on British soil 
yesterday - to spend on hour 
in a dingy Heathrow officede- 
fendlng himself against accu- 
sations of fascism and profli- 
gacy. 

He then flew on to Rome - a 
city where Mr Le Pen, men- 
tioning Mussolini, said he was 
“always welcome and courte- 
ously received.” 

This was in contrast to the 
reception his plans to attend 
meetings in Dublin and Edin- 
burgh met this week. Hotels, 
anxious to avoid demonstra- 
tions, bounced his bookings 
and Edinburgh council called 
his proposed visit “an affront 
to fee people of Edinburgh.” 

Airport police yesterday 
forced Mr Le Pen to confine 
his visit to the British Isles to 
a suffocating conference room 
between Terminals One and 
Two. 


Inside, Mr Le Pen contended 
with hostile questioning about 
his views and fee serial jun- 
keting that took him to a 
5-star hotel in Corfu a fort- 
night ago and raised questions 
in the European Parliament 
about the abuse of public 
funds. Mr Le Pen produced fig- 
ures which he claimed showed 
his accounts were clean. 

He said the treatment he had 
received in Edinburgh and 
Dublin was “a defeat for the 
European Parliament, a defeat 
for democracy and a defeat for 
international courtesy, but not 
a defeat for us.” As an MEP he 
held diplomatic status and 
should be able to travel freely 
throughout Europe. 

Anti-fascist groups would 
not prevent him from visiting 
(or trying to visit) one EC 
country a month, he said. 

Having dealt with hospital- 
ity hiccups, he moved on to 
the issue of immigration. Mr 
Edouard Balladur, the prime 
minister, was a “dinosaur” 
whose new laws would be 
hopeless to prevent a "torrent 
mtgratoire . " 


Parliament votes today on a package vital to government finances 


Mini-budget a mega-event for Hungary 


By Nicholas Denton 
hi Budapest 


HUNGARY'S conservative 
government is set to force 
through parliament today an 
emergency budget as unpopu- 
lar as It is essential to bring 
wayward government finances 
into line. 

The vote is a crucial test of 
the parliamentary majority 
commanded by Mr Jozsef 
AntalL prime minister, in the 
wake of recent defections from 
his Hungarian Democratic 
Forum. Extreme nationalists 
led by Mr Istvan Csurka have 
broken away to form the far- 
right Hungarian Justice party, 
and restlessness among the 
Forum's two coalition allies 
has even led to speculation 
that fee government could - 
like the Polish government - 
fell over the fiscal measures. 

But none of the three conser- 
vative coalition parties is 
ready to fight an election and 
the controversial proposal to 
increase VAT on food and 
other staples from 6 to 10 per 
cent is now expected to pass 


today's vote, giving the govern- 
ment a breathing space until 
autumn and possibly until 
elections slated for next May. 

The budget package aims to 
bring down fee public sector 
deficit from last year’s 7.3 per 
cent of gross domestic product 
to 6.8 per cent this year and 5.6 
in 1994. But slippage is likely. 
Past budget forecasts have 
been notoriously over-optimis- 
tic, while social security has 
recently come under partial 
control of fee ex-Communist 
unions who want pensions to 
catch up with inflation. 

Officials expect, however, 
that package will be approved 
and make possible a new 
accord with fee International 
Monetary Fund, which 
suspended credits when Hun- 
gary's budget deficit careered 
through agreed parameters in 
mid-1992. 

Agreement wife the IMF 
would allow Hungary to take 
up $700m in IMF facilities over 
18 months and clear the way 
for World Bank credits to help 
restructure fee most indebted 
companies and recapitalise the 


Hungarian economy 
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now becoming clear. Tax reve- 
nue from them was formerly a 
budget mainstay but this year 
the government plans to inject 
about FtZOObn (£720m) into the 
troubled banks in special 
bonds and In future fee budget 
will have to service the debt. 
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largest commercial banks after 
massive loan losses. 

Wife so much riding cm the 
mini-budget, Mr Ivan Szabo, 
finance minister, says: “If par- 
liament rejects this, we might 
as well put up the shutters.” 

While fee package may sat- 
isfy fee IMF, it will not by 
itself right Hungary’s public 
finances. Underlying fee bud- 
get deficit is a 19 per cent 
decline in GDP between 1989 
and 1992, and farther stabilisa- 


tion of government finances 
must await economic recovery. 

But Hungary's recession is 
in some respects only now 
impacting on the budget Fall- 
ing profits at fee state utilities 
have induced the government 
to opt for a form of privatisa- 
tion which lowers expectations 
of direct sales proceeds. 

The devastating impact of 
last year's bankruptcy laws on 
fee capital strength of finan- 
cial institutions , is also only 


Most of all, however, the 
budget outlook depends on the 
timing of recovery. The gov- 
ernment earlier predicted a 
rebound of 0-3 per cent But fee 
finance ministry now expects a 
decline of fee same order. The 
main reason is recession in 
Germany and Austria, Hunga- 
ry’s two main trading partners. 
First quarter exports to devel- 
oped countries dropped 30.5 per 
cent compared wife 1992 and 
domestic demand cannot com- 
pensate. 


Mr Almos Kovacs, deputy 
state secretary at the nuance 
Ministry, says bluntly: “For 
Hungary, growth without 
exports is impossible.” This 
leaves Hungary and its budget 
drafters, like everyone else in 
Europe, waiting for the Bund- 
esbank. 


The infection deep inside Italy’s health ministry 


T HE stream of revela- 
tions about corruption 
in Italy’s ministry of 
■health suggests health was at 
least as lucrative an activity 
for Italian politicians as tele- 
phones and transport - two of 
the main areas of corruption 
revealed so far. 

The investigations have trig- 
gered the arrest of a string of 
leading executives from the 
pharmaceuticals, advertising 
and public relations sectors. 
They have tarnished the repu- 
tations of some of Italy's top 
medical men and already 
caused one probable suicide. 

At fee root of the investiga- 
tions are Mr Francesco De Lor- 
enzo, fee former health minis- 
ter, who resigned in February 
after being accused of running 
a jobs-for-votes scam in his 
native Naples, and Mr Gio- 
vanni Marone, his ex-secretary. 
Mr De Lorenzo, for whom mag- 
istrates have asked that his 
parliamentary immunity be 
lifted, has pleaded innocence. 
Mr Marone, arrested earlier 


Haig Simonian dissects the latest stream of corruption revelations 


this year, has sung like a bird. 

So far, his testimony, widely 
leaked by magistrates, has cut 
a swathe through the medical 
and pharmaceuticals establish- 
ment, taking a good swipe at 
advertising and FR on the way. 
The impact of the allegations is 
that the ministry and some of 
its top officials were open to 
financial incentives for a vari- 
ety of favours. 

Magistrates have arrested Mr 
Ambrogio Second! and Mr Cris- 
tiano Steiglar, chairman and 
managing director of the Ital- 
ian subsidiary of SmithKiine 
Beecham, the multinational 
pharmaceuticals group. 

Other arrests include Mr 
Giampaolo Zambeletti, fee for- 
mer owner and managing 
director of one of Italy's lead- 
ing independent pharmaceuti- 
cals companies, and Mr 
Claudio Cavazza, chairman of 
Sigma Tau, another leading 


independent pharmaceuticals 
group. 

Mr Secondi is also chairman 
of the industry association, 
while Mr Cavazza is a former 
chair man. 

The latest arrests take to 
double figures the number of 
leading drug company execu- 
tives arrested in fee past fort- 
night. Others include Mr 
Andrea Montececchi of Schiap- 
parelii and Mr Paolo Raimondo 
of Zambon. 

Mr Zambeletti, accused of 
making illegal contributions to 
political parties, allegedly paid 
L600m (£235,750) to an advertis- 
ing agency for fictitious ser- 
vices. The money in fact went 
to finance the election cam- 
paign of the small Liberal 
party, of which Mr De Lorenzo 
is a leading member. 

Mr Secondi and Mr Steigler 
have also been arrested regard- 
ing allegedly illegal contribu- 


tions. They are accused of giv- 
ing Mr Marone LSOOm to a 
speed up approval procedures 
and influence pricing policy. 

This week, the plot thick- 
ened wife the arrest of Mr Elio 
Guido Rondanalli, one of 
Italy's best-known medical aca- 
demics, and the issue of cau- 
tionary warrants against Mr 
Duilio Poggiolini and Mr Fran- 
cesco Antonio Manzoli, two 
leading medical academics 
closely linked with the health 
ministry. 

All three men also sat on 
Italy’s Independent pharmaceu- 
ticals pricing advisory commit- 
tee, which reports directly to 
the .ministry on fee sensitive 
issue of drug prices. According 
to the magistrates’ allegations, 
some committee members 
received kickbacks from drugs 
companies to influence their 
decisions. Last month, a mor- 
bid twist was added to fee tale 


wife the mysterious death, 
believed to be suicide, in 
Naples of Mr Antonia Vlttoria, 
chairman of the pharmacy fac- 
ulty at Naples university and a 
committee member. 

However, . the allegations 
about the health ministry go 
much further than drugs, 
reflecting fee fact that its edict 
covers a range of other, less 
obvious sources, of patronage. 


L ast week, police arrested 
Mr Carlo Violati, the 
former chairman of the 
Ferrarelle mineral water com- 
pany, on charges of making 
illegal political contributions. 
Mr Violati allegedly paid 
L200m to Mr Marone to speed 
up analytical work by the min- 
istry. 

Italy is fee world's biggest 
.mineral water market, and 
brands compete fiercely on a 
variety of foctors, including 


fee “healthiness” of their prod- 
ucts. The allegations against 
Mr Violati has already led to 
suggestions feat other entre- 
preneurs may also have sought 
'to accelerate the ministry's, 
activities. 

The investigations Into fee 
ministry have also broken new 
ground in that they for fee 
first time in fee corruption 
scandal involve third parties, 
such as advertising agencies 
and big PR companies. 

According to Mr Italo Ghltti, 
one of the Milanese magis- 
trates closely involved in the 
investigations: “Not only did 
some agracies pay kickbacks, 
but they also lent themselves 
as channels for kickbacks to be 


Magistrates yesterday 
arrested Mr Claudio Masi di 
Vargas Macciucca, managing 
director in Italy of the FCB 
Mac/Publicls advertising 


agency. The arrest followed the 
detention last month of Mr 
Alessandro Incecchl a former 
managing director of the 
Young & Rubicam advertising 
agency in Italy, and Mr Mar- 
cello Di Tondo, an executive of 
the Burston Marsteller group. 

Mr Di Tondo’s arrest is 
believed to concern allegations 
over the health ministry’s big 
anti-Aids campaign - the same 
issue that prompted the arrest 
last month of Mr Aldo 
B rancher, an executive of Mr 
Silvio Berlusconi’s Fininvest 
media group. 

Mr Brancher, a lobbyist for 
Fininvest and assistant to Mr 
Fedele Confalonieri. Its manag- 
ing director, allegedly paid Mr 
Marone L300m in kickbacks on 
a television advertising con- 
tract during the anti-Aids cam- 
paign. According to normally 
reliable leaked testimony. Mr 
Brancher, who is still in jail, 
has claimed he was acting is a 
private capacity on behalf of 
his own company rather than 
Fininvest 


Machine 
tool body 


proposes 
policy for 




By Andrew Baxter 






THE European Commission 
will shortly begin a new wwhd 
of which could lead to 
Europe's first formal indus- 
trial policy for the fragmented 
and recession- torn mechanical 
engineering industry*- ^ *:= - - 

Mr Alexander Schaub. dep- 
uty director general of its 
DG HI division, confirmed yes- 
terday that he had received a 
proposal paper from -Cednm, 
the umbrella body for 12 Brno- 
pean machine tool astojdR- 
tioos, on a possible industrial 
policy for machine tools. > . . 

The unpublished document, 
obtained by fee FT, is part of a 
much wider proposal being 
prepared by Orgalhne, liaison 
group foT the European 
mechanical, electrical, elec- 
tronic and metal working 
industries, for an EC indus- 
trial policy covering the entire 
mechanical engineering sector. 

The Industry believes such a 
policy could be vital in hearing 
it counter foreign competition 
more effectively- 

According to Cecimo, fee 
machine tool industry is fee- 
ing heavy competition mainly 
from Pacific Rim countries 
such as Japan, South Korea, 
and Taiwan because of its stra- 
tegic position at the core of aH 
key manufacturing industries. . 


“Without a firm industrial 
and trade policy, there Is a 
risk that, in the future, Japan 
could decide what type and 
how European cars should be 
built” 

Cecimo says it is dot looking 
for hand-outs, but for the 
means to allow individual 
companies to “achieve their 
own strategic objectives.” 
Among its proposals are: 

• raising ceilings on com- 
pany size in last year’s EC 
guidelines on state aid for 
small and medium-sized enter- 
prises (SMEs), so more 
machine tool builders can ben- 
efit; ' 

• introducing measures to 
stimulate investment by SMEs 
in medium and high-technol- 
ogy capital goods; 

early adoption of the Euro- 
pean company statute, to cre- 
ate the legal environment for 
establishing companies of an 
optimum size; 

• clarification of several 
overlapping EC directives 
affecting fee machine tool sec- 
tor. . 

Mr Schaub said he hoped a 
decision would be made by the 
end of this year on whether to 
prepare a formal communica- 
tion on industrial policy for 
mechanical engineering. ' 

Any communication, how- 
ever, would be based on the 
EC’s “horizontal" rather than 
sectoral approach to industrial 
policy. Failing that, the talks 
would at least clarify what 
help the sector could reason- 
ably expect from the Commu- 
nity. 

Cecimo was already con- 
cerned about the effects of the 
recession in early 1992 whenit 
presented an initial document 
listing fee industry's problems 
to Hr Schaub. 

Since then, conditions have 
worsened. Employment in the 
Cecimo countries, which 
include Switzerland, Austria, 
and Sweden, fell 12 per cent 
last year to 166,000, excluding 
eastern Germany. 

Its latest document points 
out that there are some 1,500 
European machine tool, pro- 
ducers employing an average 
125 people each. ...... 

Companies mafetn g standard 
machine tools are too numer- 
ous and too s mall to compete 
effectively on a world market, 
says the Cecimo document, 
while the more specialist pro- 
ducers often laffit the financial 
power to develop a global pres- 
ence and weather recessions. 
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start in-flight 
phone lines 


UK cover 
for Poland 
resumed 


China on a wing and a prayer 


Simon Holberton on a Hong Kong investor’s move to mainland 


By Andrew Adonis 


MERCURY Communications a 
subsidiary of the UK's Cable 
and Wireless group, plans to 
launch what it claims is 
Europe’s Erst “air-to-ground" 
telephone service later this 
year. 

If the service is taken up by 
airlines, it will offer air travel- 
lers telephone, fax and a range 
of . value-added services like 
electronic games and in-flight 
shopping, using base-stations 
and satellites to provide the 
necessary links to land-based 
networks. 

The service is to be provided 
by a Joint venture company 
called In-Flight Phone Europe 
bringing together Mercury. 
In-Flight Phone International, 
a company providing a similar 
service in the US, and Irelan-- 
dia, a private investment 
group. 

Travellers will access the 
digital network through a tele- 
phone handset in the arm-rest 
of their seat, selecting services 
from a viewing screen on the 
headrest of the seat in front of 

thpm 

Rates for telephone rails will 
start at £2 a minute for non-in- 
ternational calls, charged auto- 


matically to a credit card. 

The initial cost of establish- 
ing the network, which will 
require 60 terrestrial ground 
stations to provide a complete 
service, is believed to be 
around £l0m. In-Flight Phone 

International said it had 

invested $80m (£53.3m) in its 
si mi lar US system, which is in 
the process of being installed 
in 400 planes operated by 
US Air. 


Mr Mike Harris, Mercury’s 
chief executive, said: “the abil- 


ity to make calls and receive 
messages in the air marks a 
significant breakthrough in 
communications for ail Euro- 
pean passengers.” 

The first phase of the net- 
work construction is expected 
to be finished by the end of 
this year, with all the ground 
stations in place by 1995. The 
equipment will be compatible 
with both European and North 
American standards and fre- 
quencies. 

With telecommunications 
companies seeking to maxim- 
ise revenue from value-added 
services, innovative products 
like In-Flight Phone, produced 
in partnership with niche com- 
panies, look set to become 
increasingly common. 


Pirelli wins 
$53m cable 
contract 


Malaysian 
power plan 
unveiled 


By Haig Simonlan in MBan 


PIRELLI, the Italian tyres and 
cables group, Alcatel erf France 
and AT&T of the US have won 
a $53m (£35. 3m) contract for 
more than 600km of underwa- 
ter fibre optic cable for an 
ambitious communications 
scheme in South America. 

When completed, the new 
Unisur network will link Brazil 
to Uruguay and Argentina, 
greatly improving voice and 
data links . in the sou them cone 
of Latin America. 

Unisur’s four new fibre optic 
cables will eventually be able 
to carry up to 80,000 simulta- 
neous telephone conversations. 
Unisur comprises 25 interna- 
tional telecoms carriers, 
including companies from 
Latin America, the US, Italy 
and Spain. Once connected 
with the existing Americas-l 
fibre optic network, subscrib- 
ers will gain a direct fibre optic 
telecoms link stretching from 
southern Latin America along 
the Brazilian coast to the 
Caribbean and North America. 

The link will also allow Bra- 
zil, Uruguay and Argentina to 
hook up with another new 
fibre optic network, Columbus 
n, providing a continuous fibre 
optic connection under the 
Atlantic to Europe. 


MALAYSIAN Resources 
Corporation (MRCB) disclosed 
late yesterday plans to take 
over a proposed M$3.5bn 
(£899m) power-station project 
and acquire a listed vehicle 
for the power venture, AP- 
DJ reports from Kuala 
Lumpur. 

The announcement came a 
week after the company com- 
pleted M$800m in acquisitions 
that gave: it control of two 
national media groups. 

The transactions will trans- 
form MRCB into the nation’s 
largest independent electricity 
producer, fleshing out the com- 
pany’s speedy metamorphosis 
from a small property concern 
to a diverse group. 

It is controlled by parties 
allied with Mr Datuk Seri 
Anwar Ibrahim, finance minis- 
ter, with equity interests in 
two planned electricity pro- 
jects and controling stakes in 
Malaysia's largest print media 
group and only private televi- 
sion broadcaster. 

But MRCB’s rapid ascension 
has left it saddled with a cum- 
bersome debt burden. 

Analysts said they saw the 
latest power-related proposals 
adding to the burden while 
offering no immediate re- 
turn. 


Nafta jitters aid 
US-Mexican 
trade balance 


By Nancy Dunne 
in Washington 


THE uncertainty over passage 
of the North American Free 
Trade Agreement through the 
DS Congress has led to a nar- 
rowing of the US trade surplus 
with Mexico and a fall-off in 
US exports to its southern 
neighbour, economists say. 

The so-called “Nafta jitters” 
may prove the Clinton ad min - 
istration’s argument that a 
strong Mexico is a better mar- 
ket for US exports, they add 

In April, the last month for 
which the US Commerce 
Department has figures, the US 
trade surplus with Mexico fell 
to $264m (£176m), from $299m 
in March and $591m in March 
1992. US exports to Mexico in 
April dropped from. $3.7bn to 
S3.6bn. 

According to an analysis pro- 
duced by First Chicago Bank, 
■the ti ghtening - in Mexican mon- 


etary poucy, wuitii 
about 14 months ago, has eased 
demand for imported goods, 
“while the fitful recovery in 
the US is increasing the 
demand for Mexican sxports". 

Since December the rate of 
growth of Mexican exports to 
the US had been higher than 
imports - for the first time 
since March 1990, said First 
Chicago. 

■"Mexican exports to the US 
are now increasing at three 
times the rate for imports from 
the US.” 

A Mexican official said: 
“When people are ready to 
jump . the ship because of 


Nafta, because of a worry 
about devaluation, the govern- 
ment is forced to tighten the 
ship.” Interest rates have risen 
to more than 15 per cent, hurt- 
ing business and depressing 
demand. 

“The rate of growth in 
Mexico is slowing," said Mr 
Chip Brown, an economist 
with Salomon Brothers. 


‘Mexican exports 
to the US are 
now increasing at 
three times the 
rate for imports 
from the US’ 


The Clinton administration 
has been arguing - without 
much success - that 200.000 
American jobs gained in the 
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Nafta failed. Most US voters 
are sceptical of such claims; 
they are more conscious of the 
thousands of jobs lost when 
factories shut down to relocate 
in Mexico. , , _ . 

According to First Chicago 
the current trade trends will be 
sustained by continued slow 
growth in Mexico and the eco- 
nomic recovery in US. 

According to Mr Brown, the 
slowing of the Mexican econ- 
good *gn as ‘ Jeople 
Sf worry less about the tr- 
ance of payments and me Mex- 
ican government would be less 
likely to devalue the peso . 


THE Export Credits Guarantee 
Department, the UK’s official 
export credit insurer, has 
resumed medium-term cover 
for Poland after an 11-year 
lapse which followed Poland’s 
partial default on its foreign 
debt in 1982, writes Anthony 
Robinson. 

Mr Richard Needham, the 
UK trade minister, said cover 
would be available on stan- 
dard OECD terms to support 
exports of capital goods, semi- 
capital goods and services to 
Poland. 

Resumption of ECGD cover, 
designed to improve UK 
exporters’ opportunities in the 
Polish market, reflects 
Poland’s successful re-negotia- 
tion of its $33bn (£22bn) debt 
to the Paris Club of official 
creditors in 1991. 

Polish-UK trade has grown 
over the past two years bnt 
has been held back by bank 
financing difficulties and the 
lack of EGCD cover. In 1992 
UK exports, boosted by rising 
oil sales, increased to £605m 
from £347 in 1991 while Polish 
exports to the UK rose from 
£313m in 1991 to £356m last 
year. The first quarter of 1993 
showed gains, with UK exports 
up 65 per cent to £l70m while 
imports from Poland rose 20 
per cent to £101m. 


"I WENT to 
LL have a look, 

and there I was 
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y. deep in a paddy 

' -.■w -'.. field talking to 
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' „ headman who 

. boasted that 

.■ his was the 

" best village in 
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investment strength of 

that, Mr Patrick Wang, manag- 
ing director or Johnson Elec- 
tric. one of the world's leading 
manufacturers of micro-mo- 
tors, made the most important 
decision in his company's life. 

The year was 1982 and the 
place Shajing. a small rural vil- 
lage in Guangdong prefecture 
north of Shenzhen. 

Today in Shajing - which 
has been transformed from a 
sleepy rural community to a 
light industrial town - John- 
son produces 90 per cent of its 
output of micro-motors - mo- 
tors for electric windows in 
Volkswagen, General Motors 
and Chrysler cars and a host of 
household appliances and 
power tools. 

In the space of a decade the 
Hong Kong-based Johnson has 
gone from employing a few 
hundred to 7,000 workers at its 
Shajing factories. Mr Wang 


reckons that his prices would 
have had to be 30 per cent 
higher if he had stayed in 
Hong Kong and if be could 
have found the people to hire - 
a big if. 

He says his investment in 
China' has been paid back 
“ man y times over", and points 
to Johnson’s post-tax return on 
investment of 20 per cent over 
the past few years. However, 
Investing in shqjing has not 
been trouble-free. 

“We had problems at differ- 
ent stages,” Mr Wang says. 
“Initially electricity was not a 
problem, but as more factories 
set up in Shajing it became 
one. There was rationing; so 
we put in our own power plant 
Water was also problem. We 
were forced to dig our own 
wells and when they ran dry 
- because the water table had 
fallen - we had to dig deeper." 

The explosive growth in 
industrial activity also took its 
toll on the workforce. Today, 
Mr Wang says, most of John- 
son's original employees, 
having got rich, have moved 
elsewhere. The workforce now 
comes from China’s interior 
and that means having to 
house them. 

For most of Johnson’s 
decade in southern China the 
output of its factories has been 
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destined for foreign markets. 
This will change after two 
joint-venture companies it has 
established begin to turn their 
attention to the domestic Chi- 
nese market 

Mr Wan g finds himself fac- 
ing challenges many foreign 
businessmen meet when trying 
to sell into the Chinese market. 


For him, two thing s stand out 
understanding the value of 
gitanxi (connections) and 
knowing the local language 
and, if possible, more than one 
dialect 

“Connections are always use- 
ful in China,” he says. “One 
gets a lot more information if 
you know the right people. 


Access to information is explic- 
itly linked to guarai networks. 

Infor mation is held within the 
network and exploited for 
profit 

“There will be crackdowns 
on corruption, but China is 
China. It’s not too different 
from the way Taiwan was. But 
it is not something that is out 
of Hand, with no regard to the 
overall economics of a venture, 
like it is in Indonesia." 

Developing a network is 
something to which Mr Wang 
is devoting considerable time. 
“I attend shows and technical 
seminars, use referrals and 
word of mouth. Also a lot of 
our customers - such as Volks- 
wagen, General Motors and 
Chrysler - have operations in 
China and we can sell to them. 
You have got to use whatever 
you have." 

He believes that for a west- 
ern company, cracking the Chi- 
nese market is difficult. "You 
cannot depend on finding man - 
agement or administrators in 
China - they do not exist," he 
says. “Western comp anie s will 
have to identify managers in 
their companies who represent 
the core values of the organisa- 
tion. If they decided the China 
market is crucial to them they 
then have to send them to live 
in C hina ." 



At 10:45 this morning 


another legendary event 


c xxiined in Nottinghamshi re. 



Toray Textiles Europe Ud. Mansfield flan! in Nottinghamshire. 


Today, where Robin Hood is said to have roamed with his meny men, 
history' is again being made. With the official opening of the worid’s most 
sophisticated and technology-intensive textile facility, for weaving and dyeing 
lightweight polyester filament fabric 

While our plant in Nottingham is new, our interest in Europe is not Our 
very first production facility, for viscose rayon, was largely planned by engi- 
neer from the UK., Germany, and Italy in ihe 1920’s. And the technology for 
our first polyester production was transferred from IQ of die U.K. in 1957. 

With today's opening, that technology has come back home to England. 


Considerably grown in refinement and volume. Returned, with gratitude, by 
a company that has become the worid’s leader in synthetic fibres and textiles. 

Building on our unique research skills and product-development .synergies, 
we have also diversified into plastics, carbon fibre, pharmaceuticals, medical 


supplies, electronics, and construction materials. With annual sties of nearly 
Jto, 000, 000,000. And a major commitment to support education and die arts 


jt6, 000,000, 000. And a major commitment to support education and die arts 
as well as business activities. 

Because our objective isn’t just to make history. 

It's also to build a better work! 


'TO RAY' 


Building a better world, molecule by molecule. 


Toroy Industries, Inc — - - — 

Head Office: 2-2-1 Nihonbashi-Murcxnactt. Chuaku, Tokyo 1 03, Japan. Tel: (03) 3245-51 1 1 . Fax: (03) 3245-5555. 
Europe Office: 3rd Hoof, 7 Old Park Lane, London W1Y 4AD,' England. Tel: f71) 872-8068. Fax pi) 872-8071. 


European Network: Toray Europe, LKt, London. Tel: (71) 872-8068. Fax (71)872-8071. Torro Deutschland GmbH. FranMurt. Tat (69) 405901. Fax: (69) 430343. ToraytefiaS.r.1.. Milan. Tel: (2) 550-12180. Fax: (2)550-12210 
Toray Tewtes Europe Ud.. Nottingham. Tet (602) 273-751 . Fax (602) 271-840. Soc des Fbresdo Carbone SA. Abides. Tah 59-72-3000. Fax: 59-72-30-1 a Alcantara S.pA, Mian. Tot (2) 52030402. Fax (2) 520-30480. 
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NEWS: THE G7 SUMMIT 


US and Japan seek to break trade deadlock 


By Charles Leadbeater and Jurek 
Matin in Tokyo 

NEGOTIATORS from the US and 
Japan were last night preparing for 
two days of intensive talks in an 
attempt to break the deadlock over a 
framework governing trade between 
the two countries. 

However, US officials played down 
the prospects of an imminent break- 
through based upon compromise 
proposals made late last week by Mr 
triinhi Miyazawa, the Japanese 
prime minis ter. 


Mr Miyazawa's proposals have 
breathed new life into the bilateral 
talks, which resumed on the eve of 
this week's Group of Seven eco- 
nomic summit in Tokyo after stall- 
ing 10 days ago. However, the two 
sides are still sharply divided. Japan 
is resisting US calls for Tokyo to 
accept numerical targets for increas- 
ing imports and reducing Japan's 
$50bn current account surplus with 
the US over the nest three years. 

President Bill Clinton, speaking 
after an hour long meeting with Mr 
Miyazawa yesterday afternoon. 


admitted that the talks were in a 
critical period and were not "free of 
difficulty”. 

Mr Clinton praised Mr Miyazawa 
for reaching across the gap which 
divided the two rides to keep the 
talks alive. Mr Clinton sai± “We 
have hopes- I do not want to raise 
hopes, but we have hopes.” 

Japanese officials said Mr Clinton 
called Mr Miyazawa's proposals a 
“useful first step”. However, the Jap- 
anese proposal falls short of US 
demands in crucial areas. 

Japan’s government says It will 


stimulate domestic demand to pro- 
mote growth, which will contribute 
to reducing the trade surplus. How- 
ever, it explicitly rules out targets to 
reduce the surplus to between 1 per 
cent and 2 per cent of gross national 
product, which the US has called for. 

Tokyo has conceded that it will 
use quantitative criteria retrospec- 
tively to monitor progress in expand- 
ing the foreign share of the Japanese 
market However it has ruled out 
using these measures as targets to 
guide policy. 

A senior Japanese official said: 


"We fear that as soon as we include 
a target it will be taken in the US as 
a commitment on our part to m ake 
sure that it achieved." 

Mr Clinton stressed the US com- 
mitment to its often overlooked 
security affiance with Japan, as a 
counterpoint to the tensions over 
trade. He emphasised the US would 
main tain its mfHfar y engagement in 
Asia, a theme he will take up at 
greater length today in a wide rang- 
ing speech at Waseda University on 
the US role to Aria. 

Mr Clinton took a benign view on 


the political turmoil in Japan cre- 
ated by the splits within the ruling 
Liberal Democratic Party which trig- 
gered the general election on July 
18. He said the political upheaval 
would eventually benefit Japan by 
strengthening its democracy. 

However, US officials recognise 
that if they do not strike deal on 
trade with Mr Miyazawa’s weakened 
administration in the next few days 
they may have to wait weeks if not 
months before a new Japanese 
administration is in place to resume 
substantive negotiations- 


EC urges Miyazawa 
to stimulate growth 


By Peter Norman, Economics 
Editor, to Tokyo 

THE European Community 
yesterday pressed Japan to 
open its public procurement 
more to European products 
and suggested that Japan 
should cut income tax to help 
boost Its economy. 

At an EC-Japanese summit 
on the eve of the Group of 
Seven leading industrial 
nations’ economic summit in 
Tokyo, the community delega- 
tion said it was “disappointed" 
at the efforts made so Ear by 
Japan to stimulate economic 
growth. It described Japan’s 
$l50bn annual current account 
surplus as a “macroeconomic 
problem for Japan and the 
world". 

Mr Henning Chris tophersen. 
the EC's commissioner for eco- 
nomic and monetary affairs, 
said Japan's two economic 
packages agreed last August 
and in April would not be suffi- 
cient to raise Japan's growth 
rate to its potential of 3 to 3.5 
per cent a year. He also critic- 
ised Japanese growth mea- 
sures as being mainly designed 
to increase demand for domes- 
tically produced goods and ser- 
vices. They would not promote 
growth elsewhere in the world, 
he said. 

The EC delegation called on 


Mr Kiirhi Miyazawa, the Japa- 
nese prime minister, to urge 
measures to cut Japan’s cur- 
rent account surplus as a share 
of gross domestic product from 
the 3.7 per cent recorded in the 
second half of last year. Mr 
Chiistophersen said he feared 
that Japan’s surplus could 
grow further next year to 4 per 
cent of GDP. 

But the talks, while frank, 
appeared not to have been acri- 
monious. Mr Miyazawa admit- 
ted that Japan’s current 
account surplus was embar- 
rassing and said Japan wanted 
to increase domestic demand. 

However, Sir Leon Brittan, 
the EC trade commissioner, 
said the Japanese leader gave 
no specific promise to take 
action. Mr Miyazawa asked the 
EC delegation if it had 
any ideas that could help, 
at which point the EC 
suggested that Japan cut 
income taxes. 

On one issue, the EC and 
Japan were united. Sir Leon 
said the community had made 
clear that it did not support 
the US idea of “managed 
trade” to curb Japan's sur- 
pluses. 

However, he told a news con- 
ference that the community 
would seek a "fair opportu- 
nity” to supply goods to Japa- 
nese public bodies. 


He complained that the US 
had gained four times more 
than the EC from Japanese 
efforts to open up public pro- 
curement to foreign suppliers 
last year. 

In the months ahead Japan 
Airlines (JAL) would be seek- 
ing engines for its new Boeing 
777 aircraft and Japan's self 
defence forces would be 
looking for new executive jets. 
The EC expected that its com- 
panies would be considered as 
suppliers. 

However, senior Japanese 
officials said Japan’s public 
sector was more willing to buy 
foreign products than either 
the US or the EC. They said 
that more than 14 per cent of 
Japanese public procurement 
went to foreign suppliers in 
299L 

In 1990, according to the lat- 
est available figures, EC public 
bodies bought less than 2 per 
cent of their needs from for- 
eign suppliers, while in the US 
foreign suppliers met 113 per 
cent of public sector needs, the 
officials said. 

The nffiffiais also said that 
Japan’s bilateral trade surplus 
with the EC was declining. It 
fell 7.6 per cent in the first five 
months of this year, compared 
with the same period a year 
ago, they said. 


Tokyo pushes to win entry 
to bigger security council 


By Charles Leadbeater and 
Peter Norman in Tokyo. 

JAPAN yesterday formally 
lodged its bid for a permanent 
seat on an enlarged United 
Nations security council by 
pledging that it would dis- 
charge ah the obligations that 
this would entail. 

Japan's response to the UN 
on plans to restructure the 
security council calls for it to 
be expanded to about 20 mem- 
bers. In choosing permanent 
members the UN should give 
due weight to the country's 
political and economic weight 
in the world, according to the 
Japanese. 

Tokyo's campaign for a per- 
manent security council seat, 
which has recently won the 
support of the US, may put it 
at odds with the UK and 


France. Japanese officials 
stressed that the proposal 
for an expanded UN security 
council was intended to avoid 
disadvantaging existing mem- 
bers. 

Mr John Major, the UK 
prime minister, said the ques- 
tion of Japan's wish for a seat 
was one that needed to be 
taken “very gently.” 

Speaking shortly after his 
arrival in Tokyo for the Group 
of Seven summit, Mr Major 
said there were “lots of ramifi- 
cations,” not least the compet- 
ing demands of other countries 
that would like to be perma- 
nent members of the security 
counciL 

Discussions on the issue 
would last for some time, he 
predicted. 

Japanese officials have taken 
a low key approach to winning 


support for their campaign. Mr 
Kabun Muio. the foreign minis- 
ter, said that Japan wanted to 
make the security council 
more representative while 
maintaining its effectiveness in 
dealing with international dis- 
putes. 

He said Japan wanted the 
restructuring of the security 
council to coincide with the 
United Nation's 50th anniver- 
sary in 1995. 

Japan’s claim to be ready to 
deal with the crises the secu- 
rity council addresses was 
undermined by it missing the 
deadline for responses to the 
UN consultation paper on the 
council's future. This was 
because different arms of the 
bureaucracy were at odds over 
how many seats the expanded 
council should have. 


Major to 
‘badger 


for Gatt 
progress '} 

By Peter Norman 

MR John Major, the-UK prime 
minister, last night promised 
to “badger and bully” to 
achieve progress on the stalled 
Uruguay Round of trade Kber- 
qiignrinn talks at this week’s 
Group of Seven summit In 
Tokyo. - , . 

Declaring that growth, 
unemp loyment and trade were 
ffie “centrepiece” of the sum- 
mit, Mr Major said it was 
important to make progress cm. 
trade this week. 

“I very much hope that by 
the end of the summit, we 
shall have a market access 
agreement opening up mar- 
kets, lowering tariffs and 
increasing trade,” he said. 

Shortly after his arrival in 
Tokyo, the prime minister said, 
he also hoped the summit 
could readh agreement to' 
return to the full multilateral 
trade toiirs in Geneva. But “H 
won’t be easy,” he warned. 

Mr Major was speaking\as 
trade minis ters from the 
so-called . Quad group - com- 
prising fbe US. the EC, Japan 
anri Canada — settled down for 
talks ]ate into the night on the 
hoped-for market access pact 
designed to lower tariffs on a 
wide range of -manufactured 
goods and services. If success- 
ful, the Quad talks could give 
new impetus to the Uruguay 
Round. 

Mr Major said Britain could 
quickly reach agreement on 
file Round but other countries , 
had diffi culties. British offi- 
cials pointed out that even if 
progress was made on the 
trade talks this week, the out- 
come would have to be “multi- 
lateralised’’ and be accepted by 
the wider Gatt membership. 

The prime minister said he 
would advocate supply side 
economic policies to encourage 
growth in the. industrialised 
world and would push in the 
G7 meeting for future eco- 
nomic summits to be more sim- 
ple. 

Mr Major said President Bill 
Clinton had been right to 
speak of a crisis of slow growth 
in the G7. With 23m people out 
of work in the G7 countries 
"the only thing that is growing 
fast is unemployment,” he 
said. 


Clinton (left) and Miyazawa 
enjoy a lighter moment In Tokyo 
yesterday 


‘Lack of leadership’ hits Uruguay Round hopes 


By David Gardner in Brussels 

THE chances of concluding a 
Uruguay Round world trade 
reform deal are slipping away 
because "nobody is exerting 
the leadership to force this 
thing through,” according to 
Mr Dean Kleckner. president of 
the American Farm Bureau, 
the US agricultural lobby. 


Mr Kleckner, in Europe for 
talks with the EC Commission, 
French farm organisations and 
General Agreement on Tariffs 
and Trade officials in Geneva, 
said he had arrived with “a 
little better than 50/50" progno- 
sis for the Round, but was 
leaving Brussels feeling the 
odds were now against a deal. 

If the Round failed, he 


warned, “we are going to enter 
a period of trade wars, Gatt 
[dispute] panels. . . and more 
regional and bilateral trade 
deals," in which the US would 
turn its back on Europe. 

Mr Kleckner had been a 
strenuous lobbyist in the 18 
months of negotiations leading 
up to last year’s EC-US deal on 
farm trade and oilseeds subsi- 


dies, reached at Blair House in 
Washington and one of the 
foundation stones of any even- 
tual Uruguay Round success. 

The oilseeds agreement was 
ratified by the EC last month, 
but French opposition to curbs 
on subsidised food exports has 
called into question the rest of 
the package, which is part of 
the Uruguay Round proper. 


Mr Kleckner said he won 
assurances from senior Com- 
mission officials that the EC 
regarded the deal as indivisi- 
ble. But he warned that if the 
Uruguay Round part of Blair 
House “is going to be renegoti- 
ated, oilseeds has to be renego- 
tiated too. We didn’t think that 
was a very good agreement at 
all” 


NEWS: THE AMERICAS 



PRD leader Cuauhtemoc Cdrdenas (left) has lost ground to President Carlos Salinas’ PRI party 


Ruling party powers ahead 
in gubernatorial elections 


By Damian Fraser 
in Mexico City 

MEXICO'S ruling Institutional 
Revolutionary party (PRI) has 
won an overwhelming victory 
in elections for governor of the 
state of Mexico, the country’s 
most populous state and for- 
merly a region of opposition 
strength. 

With counting almost com- 
pleted the PRI had won 57.9 per 
cent of the vote, the centre- 
right Party of National Action 
16.5 per cent, and the leftist 
Party of Democratic Revolu- 
tion 8.1 per cent 


Although both opposition 
parties complained of irregu- 
larities, the result is undoubt- 
edly a blow to tiie PRD. whose 
leader, Mr Cuauhtemoc Car- 
denas, has declared his candi- 
dacy in next year's presidential 
election, when President 
Carlos Sallzzas de Gortari 
stands down. Mr Cfirdenas car- 
ried the state in the 1988 presi- 
dential election, and in the 
1990 gubernatorial election the 
PRD won 14 per cent of the 
vote. 

The PRI also won a sweeping 
victory in the election for gov- 
ernor in the state of Nayarit 


obtaining 57.7 per cent of the 
vote, against 27.5 per .cent for 
the PRD, with nearly 90 per 
cent of the vote counted. How- 
ever, the PRD managed to win 
two of the 18 elections for state 
deputy. 

While more peaceful than 
elections in 1990, the opposi- 
tion described the State of 
Mexico poll as “unequal, inade- 
quate and anti-democratic”. 

Apart from criticising the 
PHTs heavy spending and con- 
trol of the electoral process, 
the opposition said the ruling 
party changed voter lists at tile 
last moment 


Mexico City puts its property 
money where its slu ms are 

Damian Fraser on an ambitious real estate development 


O N THE western out- 
skirts of Mexico City 
lies Latin America’s 
largest and most ambitious 
real estate project. What a few 
years ago were slums, strip 
mines and rubbish dumps are 
soon to be sparkling corporate 
offices of some of Mexico’s 
best-known companies - Telev- 
isa, Banca Serfin, Bimbo, and 
the subsidiaries of Goodyear. 
General Motors. Hewlett-Pack- 
ard and Mercedes-Benz. 

The $5bn-$10bn, 2,100-acre 
Santa Fe project, just outside 
the city’s most exclusive resi- 
dential neighbourhoods, is the 
brainchild of the Mexico City 
government. Once the poorest 
and most dangerous part of 
Mexico Cjty, it is now the most 
striking symbol of what is fast 
becoming a property boom in 
one of the world’s largest 
cities. 

After a decade of stagnation, 
Mexican developers are putting 
up new office blocks through- 
out the city - in the financial 
district, in the fashionable 
western part of the city and in 
the south, along the ring road. 

According to Softec, a con- 
sultancy, some 575,892 sqm of 
top quality “AAA” office space 
is under construction, more 
than the existing stock of such 
space. 

The growth has been fuelled 


by optimism about Mexico’s 
economic prospects and the 
shortage of quality space. A 
sharp reduction in interest 
rates from 50 per cent or more 
a few years ago to less than 20 
per cent has also enabled 
developers to raise the neces- 
sary finance. Construction, 
from accounting for less than 2 
per cent of total bank loans, 
now represents more than 8 


group, one of Mexico’s biggest 
property developers. “The first 
filing we are going to see now 
is a reduction in prices.” 

Since 1988, Mexico City's top 
quality office rents have risen 
from an average of $20 a sqm 
to $40 last year - making them 
as much as double as, say, the 
equivalent in Los Angeles. But 
Mr Sanchez says rents have 
stabilised this year, and 


What a few years ago were slums 
are soon to be sparkling offices 


per cent 

Mr Juan Enriquez Cabot, the 
city official in charge of the 
Santa Fe project, says: “IT we 
do not change this city from a 
manufacturing to service 
centre, there will not be 
enough jobs and the informal 
economy will take over. We 
have no option but to grow." 
Mexico City needs to create 
100,000 jobs a year just to 
absorb new entrants into the 
labour force. 

But the boom is already rais- 
ing fears of a bust, and 
vacancy rates have started to 
climb from about 12 per cent 
in 1991. to 7.6 per cent last 
year. “We have passed the 
peak, 4 * says Dionosto Sanchez, 
an executive with the Sare 


expects them to fall by 10 per 
cent or more in two years. 

With the economy growing 
by just 2.6 per cent last year - 
much slower than optimistic 
developers hoped - demand 
has foiled to keep up with, sup- 
ply. “Just about all developers 
are betting the North Ameri- 
can Free Trade Agreement wffl 
be passed," says Mr Sanchez 
“and demand for quality space 
will grow.” If the agreement is 
scuttled, he says, some devel- 
opers could be in difficulty. 

The Santa Fe project is the 
largest of the score of office 
block developments. Managed 
by tile city government, it has 
already received some $2bn of 
private-sector investment, and 
another SSbn is expected over 


the next six to eight years. 

By the end of the year stage 
one will be complete, and T^tin 
America's largest shopping 
centre, of some 200,000 sqm, 
and 10 state-of-the art corpo- 
rate offices will be open. 

Elsewhere the city has given 
the green light, to five new 
giant five-star hotels, including 
a 55-storey Ritz Carlton hotel 
and office block that will be 
Mexico City’s tallest building. 
The state trade bank is helping 
to finance the $l00m refurbish- 
ment of the huge but unoccup- 
ied World Trade Centre, which 
was started in the 1960s to be 
ready for the 1968 Olympics 
but was never completed. 

The construction boom is not 
imcontroversial. Mexico City 
accounts for some 87 per cent 
of Mexico’s gross domestic 
product and suffers from some 
of the world's worst pollution, 
houses the country's oldest 
and most inefficient industrial 
stock and is running precari- 
ously short of water. 

Mr Horaero Aridjis, a poet 
and environmentalist who has 
just written a novel on the 
future of Mexico City, says: “U 
doesn’t matter whether people 
work in industries, on the 
street or in universities, they 
all pollute. What we need is 
decentralisation and a stabilis- 
ation of population.” 


Ecuador 
boost from 
World Bank 

By Raymond CoTitt In Quito 

THE WORLD BANK has 
approved a S75m credit to 
“reactivate” Ecuador's private 
sector, particularly agriculture 
and construction. The aim is 
to invest In labour-intensive 
but profitable industries, said 
government officials. 

Mr Leonardo Stagg, director 
of the Ecuadorian National 
Finance Corporation, said the 
|75m credit was part of a 
“8200m joint loan from the 
Inter-American Development 
Bank, the Andean Corporation 
tor Development and the 
World B ank. " 

Mr Shahid Husain, World 
Bank vice president for Latte 
America and the Caribbean, 
said the World Bank was com- 
mitted to support programmes 
of economic growth and devel- 
opment in countries such as - 
Ecuador, which engaged 
in serious and responsible pro- 
jects. 

As well as providing desper- 
ately needed fdnds to revital- 
ise the economy, the new 
credit is aimed at boosting 
confidence among foreign 
investors. 

“This is a dear indication of 
the confidence that interna- 
tional credit Institutions now 
have in Ecuador," emphasised 
President Sbcto Darin Ballfa. 
The new credit comes as Ecua- 
dor is struggling to renegoti- 
ate $6.5ba in commercial debt 
with creditor banks. 
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Anniversary 


Nikko does not rest 


on its past achievements. 


It is moving forward. 


hope 
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The Nikko Securities Co., Ltd., celebrates the 75th anniversary of its 
foundation on July 7, 1993. To mark this occasion, Kichiro Takao, 
president and chief executive officer of Nikko Securities , gives his 
view on the Japanese stock market and talks about the future 
prospects and challenges facing Nikko. 


What is your view of the Japanese stock market? 

The stock market has firmly established itself as an integral part of 
the Japanese economy. I am confident that it will also play an increasing- 
ly important role in both the domestic and international economies. I am 
looking forward to seeing the market develop and grow, and Nikko is 
mindful of its responsibility and role in promoting this. 

During the past three years of contraction, it has become more 
apparent that the market does not exist only to serve a handful of 
investors and issuers. We in the securities industry are obliged to enhance 
the liquidity, transparency and fairness of the market. 

What is your management strategy for Nikko? 

In terms of the market environment, 1 think that 1993 is a symbolic 
year, given the fact that we have to compete directly with banks now that 
they have been allowed to participate in the securities business. Next year, 
tbe broking commission for large-lot stock transactions is also scheduled 
to be deregulated. 

In order to respond to changing market conditions, we have to 
continue making our operations more cost-effective and more capable of 
generating increased earnings growth. At the same time, we will vigorous- 
ly improve our financial engineering and innovation skills so that we will 
be able to strengthen further our sales capabilities. 

Above all, our No. 1 priority remains to maximise customer satisfac- 
tion at both the retail and wholesale levels. I believe that continuous 
cost-cutting efforts are the correct approach to enable us to provide our 
customers with better quality services. In this connection, we will con- 
tinue to review and consolidate our branch network with a view to 
serving our customers in a more cost-effective way by taking advantage of 


advances in communications. Similarly, we will 
have to streamline the company so as to make it 
capable of functioning more efficiently with less 
personnel. I would like to emphasise again that the 
ongoing management objective is to improve the 
quality of our services. What we are doing is far 
from retrenchment. Indeed, we are increasing our 
strategic investment and strengthening our position 
in the key markets in which we operate. 

Is Nikko prepared to face the ever-growing 

competition in Japan and abroad? 

Definitely, yes. We welcome the liberalisation 
of markets and the presence of new competitors-like 
banks in the Japanese securities market through 
their subsidiaries— because we expect such develop- 
ments to create more business opportunities in the 
given markets. Of course, they may cause some hard 
times for us in the short term. But if you have the 
experience and the expertise, you will become more 
competitive in the long run. 

How do you reshape Nikko beyond the cur- 
rent difficult time facing the whole of the 
Japanese securities industry? 

It is true that the securities industry is now 
tackling a host of problems which have been over- 
looked in recent years. This restructuring process, I 
believe, is giving the industry the best opportunity 
to review its activities and make a leap forward. 

As for Nikko, we embarked on a major three- 
year restructuring programme in September 1992. 
We will continue to implement this programme even 
if the Tokyo stock market becomes buoyant, as our 
foremost goal is to make the company less vulner- 
able to market fluctuations. In other words, the 
management of Nikko will be strengthened by our 
restructuring programme and we expect to become 
even more competitive. 

What is Nikko’s strategy overseas? 

We will continue to strengthen our presence in the international 
marketplace. I would never think of reducing Nikko s presence over- 
seas. Any company that trims its overseas operations would be re- 
garded as a regional firm. That will never be the case for us. 

On the equity side, Nikko has a reputation as one of the major equity 
houses in the world. Indeed, we have been actively involved in a number 
of global equity offerings. However, being strong in equities alone is not 
enough. In the Eurobond league table of all currencies, Nikko ranked 
1 Ith in 1992. We now have to work harder to become a really powerful 
international bond house. 

As part of this strategy, we are committed to strengthening our 
position in the Japanese bond market. For instance, we have been very 
active in underwriting Japanese government bonds and lead managing 
utilities' bonds issued by Japanese electric power companies. In the past 
three years, our track record in these sectors has been impressive. We are 
particularly proud of becoming the lead manager for the City of New 
York's first Samurai bond issue. 

This year, we have been more active-through our London 
subsidiary— in underwriting straight bond flotations by non-Japanese 
issuers. The London subsidiary is increasing its underwriting activities, 
including the underwriting of a yen-denominated global issue of the 
World Bank, among others. 

I do not deny that we have been more of a yen-oriented bond house 
to date. But we are now moving forward to become a major player in the 
international bond market capable of handling all other major currencies. 

In addition to our activities in Europe and North America, we are 
well positioned to serve customers in the fast-growing economies of Asia 
in the fields of both funding and asset management. Furthermore, 
Japanese institutional investors are showing interest in Asian equities. As 
a result, it is important for us to allocate a considerable amount of 
resources to our Asian operations. 

These are the challenges and opportunities facing Nikko in the 1990s. 

I am confident we will respond positively to them. 
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NEWS: INTERNATIONAL 


Nigerian 
military 
offers role 
to parties 


By Paul Adams in Lagos 


NIGERIA'S military 
government yesterday offered 
the two civilian political par- 
ties a role in an interim 
national government in a deal 
that would involve dissolving 
all democratic institutions. 

President Ibrahim Babangida 
proposed the deal as an alter- 
native to holding fresh elec- 
tions at the end of July. 

This apparent attempt to 
meet the deadline for ending 
military rule on August 27 
without confir ming the victory 
of Ur Moshood Abiola of the 
Social Democratic party in the 
June polls may exacerbate the 
civilian protest movement 
which has paralysed most eco- 
nomic activity in Lagos so far 
this week. Furthermore, it 
would not meet conditions for 
restoring aid suspended by 
donor countries last week. 

Gen Babangida said he found 
the two army-created parties, 
the SDP and the National 
Republican Convention 
(NRO.“polls apart" when they 
met on Monday night. 

The SDP stood by its rejec- 
tion of fresh elections by the 
end of July with new candi- 
dates. which the NRC would 
support The senior candidates 
who were banned during the 
previous presidential campaign 
last October have also refused 
to stand again. 

The president has given the 
two parties until tomorrow to 
consider the options. If they 


accept the national govern- 
ment proposal, all the elected 
civilian arms of government 
are likely to be dissolved, 
including local councils, state 
governors and the House of 
Assembly and the two parties 
could also be scrapped. 

According to a state radio 
broadcast yesterday Gen Bab- 
angida said the proposed 
national government would 
not Include him and he urged 
the parties to adopt the plan in 
the national interest, which 
was “to achieve a termination 
of the military regime by 
August 27". A presidential 
spokesman said that the armed 
forces would have no role in in 
the government. 

The first organised civilian 
protest against the military 
government's manipulation of 
the electoral system is finding 
strong support in Lagos. 


Japanese executives sacked in bribery probe 

lasH tn illegal donations are thought to b 


By Robert Thomson m Tokyo 


THREE EXECUTIVES at a leading 
Japanese construction company, 
Hazama, were stripped of their 
posts yesterday after having been 
arrested as part of a public prosecu- 
tors’ office investigation into the 
alleged bribery of a regional mayor. 


The dismissal of Hazama’s chair* 
man, president and senior managing 
director by its board came as fresh 
controversy arose over requests by 
Mr Yoshiro Hayashi, finance minis- 
ter, to banks for funds to fight a 
general election on July 18. 

Several business leaders .have crit- 
icised Mr Hayashi's requests to the 


banks, and Mr Tadashi Oku da, the 
chair man of the federation of bank- 
ers' associations, was forced to 
defend the industry’s separate pro- 
vision of YlObn (£60.7m) in loans to 
the LDP election campaign. 

Mr Okuda said the loans, from 
eight commercial banks, were justi- 
fied as the LDP was a party that 


would maintain a “parliamentary 
democracy and a Free economy”. 
However, he warned it would be an 
abuse of position for Mr Hayashi to 
expect increased funding because he 
had become finance minister. 

The requests by Mr Hayashi have 
been queried by the KeJdanren, the 
federation of economic organisa- 


tions, which said they could lead to 

“misunderstandings". . 

Meanwhile, the Japan Association 
of Corporate Executives yesterday 
said companies should consider a 
cut in LDP donations to release 
funds for new parties. Official dona- 
tions to the LDP are estimated at 
Yl3bn a year, but unofficial and 


illegal donations are thought to be 
many times that figure. 

In the Hazama case, prosecutors 
continue to question Mr Torn fchii, 
mayor of Sendai, in the north, 
alleged to have received YlOSm 
from four construction companies in 
the expectation they would be hired 
for public works projects. 


Business backing slips away from ruling party 

Charles Leadbeater examines growing divisions of interest among the LDP’s corporate donors 



Elections 

1993 


THE divisions 
that have split 
Japan's ruling 
Liberal Demo- 
cratic party are 
working their 
way through 
the party's bed- 
rock, its busi- 
ness support. 
Traditional 
LDP supporters 

in industries 

construction and 


such as 
machinery regard the recent 
split in the party’s ranks as a 
disaster. 

Mr Takeshi Kaname, manag- 
ing director of Yamazaki 
Mazak, the leading machine 
tool manufacturer, remarked: 
“The divisions are terrible, 
nothing but bad news." 

Yet he is far from being in a 
majority. Business executives 
from newer industries such as 
electronics and cars, which are 
more dependent on interna- 
tional trade, say they support 
political reforms which could 
strengthen new parties. 

Mr Takeshi Nagano, chair- 
man of the Federation of 


Employers’ Associations, 
believes the new parties cre- 
ated by breakaways from the 
LDP could bring benefits to 
business, partly by displacing 
the Socialist opposition. Com- 
menting on the Japan Renewal 
party led by Mr Tsutomu Hata, 
the Former finance minister, 
Mr Nagano said: “I would like 
to see the new party become 
one wing of a two-party conser- 
vative political set up." 

These divisions came to a 
head last week when the heads 
of Japan's four largest 
employer federations held a 
hastily convened summit. 

They decided to review their 
relationship with the LDP after 
the election. Business may 
fund the new conservative par- 
ties if they emerge from the 
poll strong enough to offer a 
durable alternative to the LDP. 

At first sight Japanese indus- 
try's interests in fostering a 
challenge to the LDP seem per- 
verse. Business has done 
extremely well from LDP poli- 
cies over the past three 
decades which have been 
designed to favour it often at 


the expense of consumers. For 
instance, Japan still lacks a 
basic product liability laws 
common in other countries. 

Mr Hata's new party is con- 
servative but it claims to 
champion the rights of con- 
sumers and plans to come to 


In the old days when Japan set 
out to catch up with the west it 
made sense for business to 
build close relationships with 
political parties. But now 
Japan is an economic super- 
power and the cold war threat 
it gone. We no longer have to 


But perhaps the most pressing 
reason for business reconsidering 
its links with the LDP is the 
way political corruption 
tarnishes the image of business 


power in coalition with the 
Socialist opposition. 

Many business leaders 
believe the LDP's political 
d ominants is an anachronism 
inherited from the cold war era 
when Japanese industry was 
developing with the help of the 
government’s protection. 

Mr Ryuzaburo Kakm chair- 
man of Cannon, the camera 
company, explained: “The old 
relationships are breaking up. 


contribute to the LDP to pro- 
tect the economy." 

Executives from interna- 
tional companies believe 
Japan's political institutions 
are ill-equipped to guide Japan 
to a larger world role. They 
also complained the centralisa- 
tion of bureaucratic power in 
Tokyo handicaps them with 
unnecessary regulations at 
home. 

A senior official of the Held- 


anren, the largest employers' 
federation, explained- “Japan 
imfe s tronger, more enlivened 
politics to open debate on how 
Japan should fulfil a large 
international role. We just do 
not debate these issues at the 
moment We need more politi- 
cal openness.” He went on: 
“We want decentralisation at 
home so that bureaucrats in 
Tokyo have less power to set 
detailed regulations in local 
areas. If a business wants to do 
something - extend a road or 
build a factory extension - 
they often have to apply to 
Tokyo first This creates huge 
bottlenecks.” 

The official concluded: “The 
development of two competing 
parties, a conservative party 
and a more liberal, consumer- 
oriented, Internationalist 
party, is a part of Japan 
becoming more mature.” 

This developing division in 
politics reflects a similar trend 
within industry. The LDP has 
held together a very wide coali- 
tion of business support 
stretching from domestic form- 
ers and small businesses, to 


large high-technology manu- 
facturing companies exporting 
SO per cent of their output. 

It is becoming increasingly 
hard for the party to satisfy 
both wings of its business 
coalition. Manufacturing 
exporters' interest in free trade 
is increasingly at odds with the 
protection of rice farmers, for 
which Japan is regularly critic- 
ised by its trading partners. 

Heavy industries such as 
steel and chemicals, which 
benefit from traditional gov- 
ernment public building pro- 
grammes designed to boost the 
flag ging economy, are at odds 
with retailers and consumer 
goods makers who want a tax 
cut to revive consumer spend- 
ing in urban areas. 

An imbalance in how indus- 
tries wield political influence 
also favours domestically ori- 
ented sectors. Construction 
companies can target their 
financial support at politicians 
who will influence how public 
sector contracts are awarded. 
However, consumer industries 
cannot target their political 
support in this way. 


As a senior executive with a 
consumer electronics ma n u f a c - 
turer explained: “We need to 
change general policies such as 
the retail laws and tax policies 
to help our business. That 
means changing the way politi- 
cians in general think, not just 
a few key people. That is why 
we favour more political 
debate because that is the only 
way to get different policies 
discussed." 

But perhaps the most press- 
ing reason for business recon- 
sidering links with the LDP is 
the way the political corrup- 
tion tarnishes the image of 
business. 

This is already having an 
impact on the LDP's finances: 
The party had hoped to borrow 
Y25bn <£155m) from a syndi- 
cate of large banks to finance 
Its election campaign. The 
hanks trimmed that to YIDbn 
because they did not want to- 
be seen bankrolling the LDP. 

Even the construction indus- 
try federation last week 
adopted tougher guidelines to 
limit political donations by 
member companies. 


UN report calls for new 
policies on migration 


By George Graham 
in Washington 


NEW policies are needed to 
cope with a rising tide of 
migration, both from the coun- 
try to the city and across 
national borders, according to 
a new report from the United 
Nations Population Fund*. 

The report warns that mil- 
lions of migrants will create 
economic and social strains in 
countries of immigration and 
emigration. Governments will 
have to take new measures to 
reduce the pressure to migrate. 


such as improving education, 
health care and family plan- 
ning in rural areas, but must 
also Improve the capacity of 
urban areas to absorb new 
migrants. 

“The only effective means of 
reducing migration pressure 
over the long term are to slow 
population growth, stimulate 
economic growth and job cre- 
ation at home, and to promote 
the development of the individ- 
ual and the family as the basic 
economic and social unit," the 
report says. 

But government policies 


NOTICE OF ANNUAL GENERAL MEETING OF THE SHAREHOLDERS OF 


the MALAYSIA CAPITAL FUND LIMITED 


Notice is hereby given that the Annual General Meeting of the Shareholders of The Malaysia Capital Fund 
Limited (the "Company*) will be held at Cayskle Gafleries, Harbour Drive, George Town, Grand Cayman, 
Cayman Islands. British West Indies on 30th July 1993 at 10:00 am. whdn the following ordinary 
business wil be transacted: 


1. 


To receive and consider the Financial Statements of the Company and the reports of the Directors 
and the Auditors for the period ended 31 st March 1993. 

2. To resolve that no final dividend be declared and that the Revenue Reserve of the Company 
amounting to US$73,381, be carried forward and considered for distribution by way of (Evidend in 
the ensuing year. 

3. To re-elect a Director. 

4. To appoint Auditors for the ensuing year and to authorise the Directors to fix their remuneration. 

5. To transact any ether business which may be properly transacted at an annual general meeting. 

By Order of the Board 
Mees Pierson (Cayman) Limited 
Secretary 

Registered Office: Cayside Galleries 

Harbour Drive, George Town, Grand Cayman 
Cayman Islands, British West Indies 


Notes: 
<D 


Proxy forms may bo deposited at MeeaPtaraon N.V. FtoWn 55.1012 KK Amsterdam, The Netherlands. Attn: I* F. H. Bos, 
Corporate Finance and Capital Markets Deportment, no later than the time specified above ter me hofctog of the meeting. 
Proxies need not be members of Dte Company. 

No Director of the Company hss a contract of service wflfi the Company. 


Notice to holdere of tntemattanal Depositary Receipts to respect of ordinary shares of US$1 .00 each hi 


THE MALAYSIA CAPITAL FUND LIMITED 


(b) 


(c) 


Notice is hereby given that foe Annual General Meeting of the Shareholders of The Malaysia Capital Fund 
Limited (the ■Company*) will be held at Cayside Galeries, Harbour Drive, George Town, Grand Cayman, 
Cayman Islands, British West Indies on 30th July 1993 at KMX) am when the ordinary business as set out 
in the Notice of the said meeting set out above win be transacted. 

Holders of International Depositary Receipts flDRs*) representing the ordinary shares of US$1.00 each 
In the Company (foe ’Shares') should note the following: 

(a) Holders of IDRs have no right in foek capacity as such to attend, vote or speak at the Meeting 
referred to above. 

Holders of IDRs may instruct in writing Morgan Guaranty Trust Company of New York (the 
■Depositary") as to the exercise of foe voting rights (If any) attributable to the Shares. The Depositary 
will endeavour, so far as practicable and subject to any applicable provisions of law or of foe 
Memorandum and Articles of Association of the Company, to exercise such voting rights in 
accordance with such instructions. 

instructions given to the Depositary shall be In writing and shall not be valid unless there shall be 
delivered at the addresses specified bekrw therewith either (I) the IDR in respect of the Shares for 
whtch such instruction is given or pi) a certificate from an agent of the Depositary to the effect that 
such IDR has been deposited with it and is to be held In a blocked account until alter the time at 
which the voting rights In respect of which the Instructions has been given may be exercised. 

If, prior to 27th July, 1993, no Instructions are transmitted in accordance with (c) above to the 
Depositary with respect to the voting of any Shares at the Meeting referred to above, the Depositary 
Shan use its best endeavours to give a discretionary proxy to a person nominated by the Company In 
respect of such voting rights. 

Copies of the Notice of the Aramal General Meeting Issued by the Company to shareholders, dated 
1 1 th June 1 993 containing detafls of the Resolutions to be proposed at the annual General Meeting; 

V^^ u t F i ep0l H : ** ?2 mpany ** tha P eriod 0ntfed 31st March, 1993; (IB) the Memorandum 
and Articles of Association of the Company and pv) the Deposit Agreement dated 5th March, 1990 
are avaiable for Inspection by holders of IDRs at the offices specified below, during normal bus ki ess 
hours on any business day up to and Including the day of the Meeting. Copies of the said Meeting 
ana of forms uf voting instructors to the Depositary may be obtained by holders of IDRs from the 
offices specified below: 


(d) 


(e> 


Depositary: Morgan Guaranty Trust Company of New York 

Avarua des Arts 35 

B-1040 Brussels 


Agents; 


Morgan Guaranty Trust Company of New York 

- 60, Victoria Embankment, London EC4 OJP 

- 38, Stockerstrasse, Zurich 8023 

- 46, Mainzer Landstrasse, 

D-6000 Frankfurt-am-Main 


aimed specifically at limiting 
rural-urban migration have 
generally been unsuccessful, 
the report says, because they 
have not been linked to the 
country's overall trade. Indus- 
trial and agricultural policies, 
which exert a much stronger 
pressure on population move- 
ment than regional strategies. 

The report says that around 
100m people, mostly in the 
developing world, are now 
international migrants. The 
number of asylum seekers and 
refugees is rising most rapidly, 
and may account for 20 per 
cent of the total. 

Money sent back by migrant 
workers to their home coun- 
tries may now total $70bn a 
year, the report suggests - sec- 
ond in value only to the Inter- 
nationa] oil trade.' 

The global population, esti- 
mated at 5-57bn in 1993. is proj- 
ected to rise to 6.25bn in the 
year 2000 and lObn In 2050. 
While annual population 
growth is estimated at 1.7 per 
cent worldwide, this conceals a 
wide disparity, with Africa's 
growth rate at 3 per cent and 
Europe's at only 0.3 per 
cent 

Age structures are also 
diverging- In Africa, the num- 
ber of people under 15 has tri- 
pled over the last 40 years, and 
the proportion has remained 
around 40 per cent; in Latin 
America the proportion of 
under 15s peaked in 1965-70 
and has been foiling rapidly 
ever since, while in east Asia 
the proportion has dropped to 
26 per cent 

*The State of the World Pop- 
ulation : UNFPA 220 East 42nd 
St. New York NY 10017. 



Katyusha rockets fired 
into northern Israel 


A NUMBER of Katyusha 
rockets fired from Lebanon 
s lamm ed into northern Israel 
early on Tuesday, causing light 
damage, security sources said, 
Reuter reports from Jerusa- 
lem. 

Rockets landed in Israel’s 
western Galilee and also in 
Lebanon in Israel's self-styled 
buffer security zone for repel- 
ling guerrilla attacks. No one 
was injured, the sources said, 
adding that Israeli troops 
returned fire. 

Israeli soldiers had clashed 
with guerrillas in Lebanon on 
Monday. Lebanese security 
sources said two people, one of 


them a six-month-old baby, 
died in an Israeli retaliatory 
attack on guerrilla targets in 
Lebanon. 

Israeli residents had braced 
late oh Monday for possible 
guerrilla - Katyusha rocket 
attacks in response to the 
clash. Israeli security sources 
said pro-Iranian guerrillas 
ambushed an Israeli patrol ear-, 
lier on Monday, wounding one 
soldier on the edge of the secu- 
rity zone. 

Hizbollah fighters also 
attacked a position held by 
Israeli-backed militiamen in 
Toumat Niha. 

. + kraaf rr/Stary araors omk# oUmhOoc h ban ttet 
npa ft 


Moslem prisoners enter a Cairo military court yesterday where 
they are on trial for membership of an extremist group 


Hunting down 
valuable articles 


can require 
expert help. 


Thu i ruffle hunter* of Pcrigonl ami Qucncy know 
that nhen it ct*no to rooting out prime mends, there'* 
no ahcmim-c to calling in a special!*, 

SoractuK- with a nose keen enough to pick op the 
faintest scent. And an unerring inomrt lor tracking clown 
the objective. 

At McCarthy we after both qualities in abundance. 
Although to be (air, vrc’rc more at home amid the 
fields of international business than the feruMS of south 
wist hnnee. 

And with almost daily change*' in Europe, keeping 
up with the tfevi.-lopnH.tiB In your mdmtry at home and 
abroad has never been man.- important, 

From J5p per working day, our experts will 
monitor every centimetre of the Hurupean quality prea 
for vital nuggets oT busmen information 
about companies of your 
choice. 

A: 



Each week we coQatc, index and eraa reference over 
3,000 ankJat and print them verbatim on a set of handy 
cards. Everything from hard fact* to industry rumour. 

Precisely the load of e**crttial resource* you'd be 
wise to have at your finger tips if you're going to slay 


out of the woods in 1993. 


Don’t be a don’t know... 

, X" 

1 ...contact McCarthy 



CUMPUTk TH6 CUUNM AND SEND IT YD MICHAEL RtWJWAY. 

McCarthy information LTD. manor house, ash walk, 

WARMINSTER. WILTSHIRE BA 1C BPt. U K TELEPHONE, ««S 21 SKI. 
FUASE SEND ME DETAILS OF MCCARTHY INFORMATION SERVICES. 


NAME 


1Q8TTTU 




COMTANY 


McCarthy 

Information 

Services 




TENDER NOTICE 


UK GOVERNMENT 
ECU TREASURY BILLS 


For tender on 13 July 1993 

1. The Bank of England announces the issue by Her 
Majesty’s Treasury of ECU 1,000 million nominal of UK 
Government ECU Treasury Bills, for tender on a 
bid-yield basis on Tuesday, 13 July 1993. An additional 
ECU 50 million nominal of Bills will be allotted directly to 
the Bank of England. 

2. The ECU 1 ,000 million of Bills to be issued by tender 
will be dated 15 July 1993 and will be in the following 
maturities: 

ECU 200 million for maturity on 12 August 1993 
ECU 500 million for maturity on 14 October 1993 
ECU 300 million for maturity on 13 January 1994 

3. All tenders must be made on the printed application 
forms available on request from the Bank of England. 
Completed application forms must be lodged, by hand, 
at the Bank of England, Securities Office, TTireadneedle 
Street London not later than 10.30 aro., London time, 
on Tuesday, 13 July 1993. Payment for Bills allotted will 
be due on Thursday, 15 July 1 993. 

4. Each tender at each yield for each maturity must be 
made on a separate application form for a minimum oi 
ECU 500,000 nominal. Tenders above this minimum 
must be In multiples of ECU 100,000 nominal. 

5. Tenders must be made on a yield basis (calculated 
on the basis of the actual number of days to maturity 
and a year of 360 days) rounded to two decimal places. 
Each application form must state the maturity date of the 
Bills for which application is made, the yield bid and the 
amount tendered for. 


6. Notification win be despatched on the day of the 
tender to applicants whose tenders have been accepted 
in whole or in part For applicants who have requested 
credit of Bills in global form to their account with 
Euro-dear or CEDEL, Bills will be credited in the 
relevant systems against payment For applicants who 
have requested definitive Bills, Bilks will be available for 
collection at the Securities Office of the Bank of England 
after 1.30 p.m. on Thursday, 15 July 1993 provided 
“eared funds have been credited to the Bank of 
ECU Treasury Bills Account No. 59005516 
with Uoyds Bank Pic, International Banking Division, PO 

SSI 19 ni5?£ U 2S, Hou “'J Lane - London SE1 

Definrtlve Bills will be available in amounts of 
|CU 10.000, ECU 50,000, ECU 100,000, ECU 500,000, 
ECU 1,000.000, ECU 5,000,000 and ECU 10,000 000 
nominal. 


7. Her Majesty's Treasury reserve the right to reject anv 
or part of any tender. 


an 2 1 9 e 3 rn ® n,s *0 tender are set out in more 
detail in the Infomiation Memorandum on the UK 
Government ECU Treasury Bill programme issued by 
the Bank of England on behalf of Her Majesty's Treasury 
on 2S March 1989, and in supplements to the 
Information Memorandum^ All tenders will be subject to 

supptementedj ° f ,nfor7natton Memorandum (as 


9. The ECU i 50 million i of Bills to be allotted directly to 
toeBank of England will be for maturity on 13 January 
Bills may be made available through sale 
S^h?ilifSlSSiI? i iu aGt,0n3 iP ^ market makers listed 

«- suppte ™ ,ed > - 


JP® Information Memorandum (and 
^ may obtained at the Bank of 
England. UK Government ECU Treasury Bills are issued 
Treasury Bills Act 1877, the National Loans 
Act 1966 and the Treasury Bills Regulations 1968 as 
amended. 


Bank of England 
6 July 1993 
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v ^°P me nt Report urges greater emphasis on cost-effective public health services 

Healthcare should go ‘back to basics’ 


The burden of disease 

Attributable to premature mortality and dtsabBHy by region 
{DALYs- lest par 1.000 population, 1990} 


By Michael Prouvse fn 
Washington 

DEVELOPING countries could 
reduce the burden of disease 
by up to a third if they spent 
less on high-tech medicine and 
more on basic public health 
and clinical services for the 
rural poor, the World Bank 
says in its latest World Devel- 
opment Report. 

The report, published today 
says the high incidence of dis- 
ease and disability is caused as 
much by the poor allocation of 
existing resources as by lack of 
funds. In some countries, a sin- 
gle teaching hospital catering 
mainly for the affluent can 
absorb 20 per cent or more of 
the national healthcare budget. 

The report urges poor and 
middle income countries to 
Invest in a minim um health- 
care package consisting of rou- 
tine public health measures 
and a few essential c linica l ser- 
vices. 

Such services, the report 
adds, could be provided 
cheaply by local clinics and 
district hospitals and would 
not need expensive equipment 
or highly-trained specialist 
physicians. 

On public health, the report 
suggests the most cost-effective 
measures would include an 
expansion of immunisation ser- 


vices for children, school-based 
health services, campaigns to 
reduce excessive levels of 
smoking and alcohol consump- 
tion, the provision of more 
information about nutrition 
and family planning, and 
efforts to prevent the spread of 
Aids. 


cate such a modest investment 
could reduce the overall bur- 
den of disease by more than 30 
per cent. 

In middle income countries, 
the minimum package would 
cost about $22 per person or 
roughly 1 per cent of per capita 
incomes. The introduction of 


services, such as heart surgery. 

In the poorest countries pub- 
lic spending on healthcare is 
typically only about $6 per per- 
son a year. The World Bank's 
suggested minimum package 
would thus require a substan- 
tial increase in spending by 
governments, donors and indl- 


5 ' inane in I Aw® to developing countries rose 23 
per cent in 1992 to a record S 17<5lm due ro an 
explosion in bank lending, the Organisation for 
Economic Co-operation and Development wdd 
yesterday, Reuter reports from Paris. 

With direct investment also rising, private 
money flows reached S99.8bn and exceeded offi- 
cml aid for the first rime since 1983, the OECD’s 


development assistance committee said in an 
annual report. Despite budget constraints, ibe 
volume of grants and soft loans rose 1. 1 per per 
cent in real terms to $60.8bn. The US was the 
biggest donor in money terms, providing $1 1.7 bo, 
followed by Japan with $11.1 bn, France with 
S8.3bn and Germany $7.6bn. Foreign direct 
investment grew by over S4bn to nearly $31 bn. 


Clinical services should 
include at least prenatal and 
delivery care, family p lanning , 
drug therapy to control tuber- 
culosis, care for serious child- 
hood diseases such as diar- 
rheal disorders, and simple 
treatments for sexually-trans- 
mitted diseases, the report 
says. 

Hospital-based emergency 
care, for example for fractures, 
should be provided depending 
on day-to-day capacity and 
availability of resources. 

In the poorest countries, the 
COSt Of this minimum package 

of services would be about $12 
per person a year, or just over 
3 per cent of per capita 
incomes. Bank estimates indi- 


South African violence escalates 

‘We found the 
dogs and are 
burning them’ 


By Rich Mkhondo of Reuters 
hi KatWehong 

THE SMELL of roasting 
human flesh bung in the air. A 
crowd of 20 with spears, axes 
and stones gathered ronnd 
three burning bodies lying 
behind refuse bins. 

“Siziiholile Izinja. Siyazit- 
shisa," they chanted. “We 

Shots and 
screams indicated 
killings nearby 
but there was no 
sign of police 

found the dogs and we are 
burning them. Viva, ANC 
Viva.” 

The victims - two men and a 
woman - were supporters of 
Hangosuthu Buthelezi’s Zulu- 
based Inkatha Freedom party. 

Shots and screams indicated 
more killings nearby. There 
was no sign of police. 

I have lived in the township 
of Kathlehong for all my 36 
years, but I have never seen 
sucb savagery as I witnessed 
on Monday night and yester- 
day morning as I went to res- 
cue my sister, who was 
trapped in her home deep in 
the battle zone. 

ft is impossible to keep track 
of casualties in Kathlehong 
and nearby Thokoza. Police 
say 69 have died in three days. 
Residents speak of hundreds. 

To get through the carnage l 
sometimes had to plead with 
armed youths, many no more 
than 36, who wanted every- 
thing -my car. money and 


petrol to make bombs. 

"Tell the world there is also 
a Sarajevo here,” said one 
when I said I was a Journalist. 

"It is a shame that we are 
made to go through this,” my 
sister said when I reached her. 

"This country boasts some 
of Africa’s most enlightened 
leaders, but where are they 
when people die like flies?” 

Violence exploded in the 
townships near Johannesburg 
following last Friday’s 
announcement of a date for an 
election, which is meant to 
liberate blacks from 350 years 
of white domination. 

The immediate cause 
appears to have been the 
ambush of a funeral proces- 
sion when it passed a hostel 
populated by Inkatha support- 
ers on Saturday. But the politi- 
cal tensions building ahead of 
next April’s elections are such 
that it needs only a spark to 
ignite a conflagration. 

Black leaders such as the 

"Tell the world 
that there 
is also a 
Sarajevo here" 

ANC's Nelson Mandela blame 
apartheid for much of the vio- 
lence that has claimed 9,000 
lives since the white minority 
government began dismantl- 
ing racial segregation in 1990. 

Residents say the police 
have done nothing to halt the 
killings. They abandon the 
townships as darkness falls, 
and only return at dawn to 
collect the bodies. 
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such a package could reduce 
the burden of disease by about 
15 per rent, the report says. 

Adopting the package in all 
developing countries would 
require a quadrupling of 
expenditure on public health, 
from about $5bn to $20bn a 
year, and a doubling of spend- 
ing on essential clinical ser- 
vices from about $20bn to 
$40bn. 

In middle income countries, 
where public expenditure on 
healthcare Is already about $60 
per person a year, the package 
could be financed out of exist- 
ing resources provided the 
political will could be found to 
reduce existing spending on 
less cost-effective discretionary 


vidua! patients, as well as a 
redirection of the healthcare 
budget from specialised ser- 
vices and facilities for the 
affluent 

Sucb measures would work 
best if accompanied by broader 
efforts to reduce household 
poverty and improve educa- 
tional standards, the report 
says. 

Studies show that people 
with more schooling seek and 
utilise health information more 
effectively than those with lit- 
tle schooling. 

“Education of girls and 
women is particularly benefi- 
cial to household health 
because it is largely women 
who buy and prepare food. 


maintain a clean home, care 
for children and the elderly, 
and initiate contacts with the 
health system/’ the report 
notes. 

The bank also emphasises 
the importance of promoting 
diversity and competition in 
the supply of health services. 
In the short-term, the report 
notes that reforms in drug pro- 
curement offer the greatest 
efficiency gains. 

Governments that have 
introduced competition in drug 
procurement and switched 
from brand name to generic 
drugs have achieved savings of 
between 40 and 60 per rent 

More generally, developing 
countries need to encourage 
competition between public 
and private providers of health 
services. 

“The private sector already 
serves a large and diverse cli- 
entele in developing countries 
and often delivers services of 
higher quality without the 
long lines and inadequate sup- 
plies frequently found in gov- 
ernment £30111(165.“ 

But it warns that the ten- 
dency for profit-seeking private 
physicians to prescribe exces- 
sive levels of treatment needs 
to be countered by encourag- 
ing a shift from fee-for-service 
medicine to pre-paid coverage, 
for example through health 


maintenance organisation. 

The report says developing 
coutnries have made great 
strides in improving health 
conditions. In the past four 
decades, life expectancy at 
birth has risen from 40 years to 
63 years and the number of 
children dying before their 
fifth birthday has dropped 
from nearly three in 10 to one 
in 10. 

However, child mortality 
rates remain about 10 times as 
high as in the richest countries 
and maternal mortality rates 
can be up to 30 times as high 
as in industrialised countries. 

In the past 6 years, the bank 
has quadrupled to $1.5bn a 
year its lending for healthcare 
services in poor countries. If 
diseases such as Aids and 
tuberculosis are to be con- 
trolled other donors and devel- 
opment institutions need to 
put greater emphasis on sup- 
porting cost-effective health 
services, it says. 

The report recommends that 
the share of official assistance 
going to healthcare be raised 
from 6 per cent to 9 per a year, 
or by about $2bn. 

• Investing in health. The 1993 
World Development Report is 
available from The World 
Bank. JS18 H Street. N.W. 
Washington D.C. 20433. 
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The shape of ING Bank's international network is 
distinctive. 

From Dutch roots, we have developed a truly 
international network, with over 60 offices in more 
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a worid leader in Emerging Markets Banking and 
Trade Finance. 

We are also showing significant growth in 
International Corporate Banking and International 
Private Banking. 

As part of ING Group, one of Europe’s major 
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these strengths for the future. 
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Controversial proposal to abolish right to trial by jury condemned by legal profession and civil rights groups 


Commission puts ‘justice first, efficiency second’ 


By Robert Rice, 

Legal Correspondent 

THE ROYAL Commission on 
Criminal Justice put “justice 
first and efficiency second" 
before publishing its 352 
detailed recommendations, 
according to its chairman Lord 

Runclman. 

In attempting to find the 
right balance between prosecu- 
tion and defence the commis- 
sion has made a number of 
inroads into long established 
and fundamental rights of 
defendants - such as the right 
to eletf trial by jury and the 
so-called right to silence. 

The Royal Commission was 
set up in March 1991 to recom- 
mend changes in the criminal 
justice system to prevent mis- 
carriages of justice. 

Launching the commission’s 
report yesterday, Lord Rund- 
man made no bones of the fact 
that it had taken a much 
broader view of its remit Its 
recommendations were aimed 
as much at reducing the risk of 
the guilty being acquitted as 
trying to prevent the convic- 
tion of the innocent, he said. 

Its most controversial recom- 
mendation is that the defen- 
dant's right to elect trial by 
jury in cases which can either 
be tried by magistrates or at 


Calls by the Serious Fraud Office for 
US-style plea-bargaining to help reduce 
the number of controversial City 
“mega- trials" have been rejected by the 
Royal Commission. 

The commission recommended a sys- 
tem of "sentence discounts” for defen- 
dants in all criminal proceedings will- 
ing to plead guilty before a trial starts. 

The commission, however, stopped 
far short of agreeing with the SFO that 
prosecutors should have an active role 
in offering lower sentences to suspects 
in exchange for increased co-operation. 

In his evidence, Sir George Staple, 
SFO director, had said the introduction 
of a formal system of plea bargaining 
was the single most effective way of 
shortening the process of investigating 
and prosecuting fraud. That was 


rejected by the commission as too 
extreme a move. Lord Runclman 
emphasised the commission’s view that 
sentencing issues should be determined 
by judges alone with prosecutors 
playing no role in deciding penalties. 

The general reaction of lawyers was 
that the commission had addressed 
matters of detail rather than proposed 
radical reform and that its proposals, if 
implemented, would have only mar- 
ginal impact on the problem of large 
fraud trials. That, as one lawyer com- 
mented, reflected the fact that fraud 
trial reform was "bolted on” to the 
commission’s agenda after it had 
already begun addressing its central 
concern over miscarriages of justice. 

The recommendations made by 
the commission for the investigation 


and prosecution of fraud include: 

• Greater disclosure by defence law- 
yers of their clients’ case to the prose- 
cution before the trial starts. Currently 
defence lawyers can say merely that 
they oppose the prosecution’s case. 

• Trial by jury should remain. 

• The "Section 2” powers of the SFO, 
which remove the right to silence and 
compel witnesses to answer questions, 
should be extended to allow police offi- 
cers, as well as SFO lawyers and 
accountants to carry out such inter- 
views. Section 2 should also be 
extended and made available for use by 
the SFO when carrying out inquiries 
on behalf of investigators from other 
countries. Evidence gathered in Section 
2 interviews should remain in artmfas i- 
ble on court, unless It contradicts evi- 


dence given in court by a defendant 

• A feasibility study should be carried 
out into the possible merging of the 
SFO with the Fraud Investigation 
Croup (FIG). The commission said 
there was no justification for FIG, 
which is part of the Crown Prosecution 
Service, not having the same Section 2 
powers as the SFO. 

• T ime Emits on fraud trials could be 
introduced. 

• Judges should be able to outline the 
basic issues in a case to the jury at the 
start of a triaL 

• Fraud defendants should be able to 
be able to plead guilty to a serious 
regulatory offence subject to the disci- 
plinary sanctions of the Securities and 
Investments Board, rather than face 
criminal charges. 


the Crown Court should be 
abolished. This is opposed by 
the legal profession and many 
senior judges including Lord 
Taylor, who has called it “an 
inalienable right stretching 
back to Magna Carta”. 

The commission was urged 
to adopt the proposal by Mrs 
Barbara Mills QC, Director of 
Public Prosecutions, as a way 
of saving costs and cutting 
delays in the system by limit- 
ing the number of cases tried 
in the Crown Court each year. 

Of roughly 100,000 cases com- 
mitted by magistrates to the 


Crown Court each year about 
30,000 end up there because 
defendants elect jury trial The 
average daily cost of a Crown 
Court trial in 1992-93 was 
£6350. The daily costs of a trial 
in the magistrates’ court is not 
known but is estimated at less 
than half that figure. 

Lord Runclman denied the 
proposal was purely a cost-cut- 
ting measure. Most defendants 
opted for jury trial in the mis- 
taken belief that they would 
either receive a fairer trial or a 
lighter sentence. Research 
showed that Crown Court 


judges were three times as 
likely to impose a custodial 
sentence and sentences were 
on average two-and-a-half 
times as long. 

Lord Runclman said the 
commission's recommendation 
that magistrates should decide 
whether a case should go to 
the Crown Court would make 
the system “quicker, fairer and 
more consistent” 

Defence lawyers dispute 
that Lord Williams QC has 
said that allowing magistrates 
to decide whether a defendant 
should be allowed trial by juty 


according to factors snch as 
the defendant's reputation, 
would result in jury trial bang 
allowed “for the vicar’s wife 
but not for the postman or the 
betting-shop manager”. 

The commission has pre- 
served the basic principle of 
the criminal justice system 
that a person is innocent until 
proven guilty by recommend- 
ing that defendants should 
keep their right to remain 
silent at the police station. 

The commission, however, 
has maria significant in-roads 
into the right to silence, by rec- 


ommending that defendants 
who intend to advance a 
defame at trial must tell the 
prosecution the substance of it 
before trial or risk adverse 
comment to the jury by the 
prosecution or judge. 

The commission has also 
failed to recommend a require- 
ment that ■ ramfoafifo ns should 
be corroborated before they 
can be admissible as evidence 
at trial in spite of the feet that 
disputed confessions have been 
central to the overwhelming 
majority of recent miscarriages 
of justice. Research for the 


commission found that in nine 
out of 10 cases in which confes- 
sions were central there was 
corroborative evidence. In we 
remainder, the police could 
hare produced it if necessaiy, 
but had chosen not to to save 
t jjmo and money. 

The commission has chosen 
to recommend that judges 
should warn juries of the dan- 
gers of convicting on the basis 
of confession evidence alone. 

But in doing so, many law- 
yers argue, it has missed the 
opportunity to bring about a 
fundamental shift in police 
attitudes to investigating crime 
which at present are directed 
strongly towards obtaining 
confessions rather than inves- 
tigation of the facts. 

Measures aimed directly at 
preventing and correcting 
alleged miscarriages of justice 
have been warmly welcomed. 
The est ablishment of an inde- 
pendent review authority to 
take over from the Home 
Office responsibility for inves- 
tigating and referring suspect 
cases back to the Appeal Court 
is long overdue although con- 
cerns remain that the investi- 
gation of alleged miscarriages 
of justice will still be carried 
out by police. 
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Court ruling 
strengthens 
grip on 
PPI affairs 

By Sue. Stewart 
in the Isle of Man and 
Andrew Jack in London 

ADMINISTRATORS to Polly 
Peck International yesterday 
strengthened their grip over 
the group's affairs when a 
court in the Isle of Man dis- 
missed an appeal claiming that 
control of an Important hold- 
ing company had been passed 
to Mr AsU Nadir, the fugitive 
businessman. 

Mr Mentes Aziz and Mr 
Fahri Tunalier, directors of 
Voyager, a subsidiary of PPI 
based in the Isle of Man, the 
UK crown dependency, were 
appealing against a court rul- 
ing made last year. 

In November the court ruled 
that a transfer of shares to Mr 
Nadir from Voyager for £8m in 
October 1990 was null and 
void. The meeting at which the 
share transfer was agreed had 
been improperly constituted 
because one of the company’s 
British directors had not been 
told about it, the court had 
ruled. 

Voyager bad held the shares 
in A N Graphics, a Turkish 
printing and publishing com- 
pany which Coopers and 
Lybrand, the administrators, 
says is also the beneficial 
owner of stakes in Vestel, 
Meyna, Unipac and Askan, 
PPI’s most significant busi- 
nesses In Turkey. 

The decision will prove a 
blow to Mr Nadir's stated 
intention to regain control of 
his PPI companies, but Coopers 
and Lybrand still feces legal 
difficulties In asserting its 
ownership. 

It said last night that there is 
still an appeal in the Turkish 
courts, which has ruled that 
the shares cannot be re-regis- 
tered in the administrators' 
names until Mr Nadir has been 
repaid. But Coopers said there 
is no evidence that the £8m 
had ever been received from 
Mr Nadir In exchange for the A 
N Graphics shares. 

Mr David Doyle, Manx advo- 
cate for Mr Aziz and Mr Tuna- 
lier, told yesterday's appeal 
court in the Isle or Man that 
the differences between the 
parties had been settled by 
agreement. 

Following the agreement he 
had filed a motion with the 
court on June 29 seeking dis- 
missal of the appeal, he said. 
Appeal deemsters - the judges 
- Benet Huytner and John Cor- 
rin accordingly dismissed the 
appeal and, as requested, made 
no order as to costs. 

• Mr Asil Nadir attended six 
separate functions at Downing 
Street during the 1980s, Mr 
Major disclosed. But in a series 
of parliamentary answers the 
prime minister said that Mr 
Nadir had not been invited to 
No 10 since he replaced Lady 
Thatcher in November 1990. 


marching 


Tim Coone assesses the recriminations and violence blamed on Northern Ireland’s Loyalist extremists 



Fireman tackle a blaze on Monday In Newtownards,. the Ulster town where 30 businesses won damaged and 19 people Injured In a large explosion. In separate 
incidents reflecting the heightened terrorism campaign, police yesterday seized 2,0001bs of explosives in South Armagh and detased a 5001b bomb near Belfast 


S ectarian tension in 
Northern Ireland, a per- 
manent feature of the 
province's landscape, has esca- 
lated this week following the 
worst rioting since 1985 - 
when the Anglo-Irish accord 
was signed - and a devastating 
spate of terrorist bombings. 

For three nights running, 
police and firemen have come 
under gun and bomb attack 
from rioting Loyalists and 
which has resulted in injuries 
to 12 civilians and two police- 
men. There have been 35 shoot- 
ing incidents, 21 of them tar- 
geted at the police, 48 petrol 
bomb attacks, 70 malicious 
fires, and 63 vehicle bijacks. 

The trigger for the violence 
was the decision last Thursday 
by the Royal Ulster Constabu- 
lary (RUG) to divert a march 
by the Orange Lodge - the 
fiercely pro-union Protestant 
faction - 150 yards away from 
a predominantly Catholic area 
in West Belfast 
A grenade, carried by a Loy- 
alist paramilitary and appar- 
ently intended to be thrown at 
the police, exploded in the mid- 
dle of the march, killing the 
man and injuring a score of 
passers-by. Rioting began after 
the man’s funeral on Friday. 

Unionist loaders, however, 
say tensions have been grow- 
ing for some time in protestant 
communities. Mr Nigel Dodds, 
a Belfast city councillor for the 
Democratic Unionist Party 
(DUP), said: “There is a fear 
that the situation is not under 
their control. There is a percep- 
tion that more money is now 
going into Republican areas 
than Loyalist ones, and that it 
is now harder for Protestants 
to get jobs than for Catholics”. 

The growing siege mentality 
among Loyalists has grown 
with the recent visit to West 
Belfast by Mrs Mary Robinson, 


president of Ireland, the talks 
between Mr John Hume the 
SDLP leader and Mr Gerry 
Adams, leader of Sinn Fein, 
the political wing of the IRA, 
and the failure to restart the 
round-table political talks pro- 
cess since last November. 

There has been a subsequent 
upsurge in Loyalist paramili- 
tary activity. Twenty-nine 
civilians have died in terrorist 
articles this year, most of them 
linked to Loyalist extremists, 
according to the RUC. The vio- 
lence. has prompted police to 
step iip its patrols on Loyalist 


housing estates and it is this as 
much as anything which has 
apparently angered the Loyal- 
ist paramilitary leaders. At the 
weekend, the banned Ulster 
Freedom Fighters (UFF) 
claimed to have organised the 
riots and warned the RUC to 
stop “its repression of Loyalist 
par amilitar ies" 

The rerouting of the Orange 
Order march was seen as the 
last straw by some extremists. 

According to Mr Dodds “The 
(paramilitaries) would not 
have been on the streets if the 
parade had not been diverted". 


He said that the march's re- 
routing was perceived as inter- 
ference from Dublin 

An official at the Irish for- 
eign ministry in Dublin admit- 
ted yesterday the routing of 
Orange marches in the North 
“is always a matter of concern 
to the Irish government”. 

He said the Republic's con- 
cern is that the right to demon- 
strate should be balance 
against the "sensibilities" of 
local communities and “the the 
maintenance of public order”. 

According to the RUC there 
are no plans for re-routing this 


coming weekend’s marches - 
which mark the protestant vic- 
tory at the Battle of the Boyne 
in 1690 when William of 
Orange frustrated attempts by 
James II to restore the British 
monarchy to Catholicism. 
Around 18 parades are due to 
take place across the province. 

For most Republicans the 
Orange marches are a provoca- 
tive affirmation of Protestant 
supremacy in the province, 
especially when they are 
routed through predominantly 
Catholic areas. Protestants for 
their part are incensed by the 


flying of the Irish tricolour in 
Republican neighbourhoods. 

So instead of rerouting 
marches this weekend, the 
RUC plans to have a heavy 
security presence at “flash- 
points” such as the Lower 
Ormeau Road in Belfast where 
five Catholics were killed in 
February last year. 

Whether this will prevent 
trouble remains to be seen. 
The appearance of grenade-tot- 
ing paramilitaries on the 
marches ready to do battle 
with the police is not a good 
omen. 


New car registrations show 


‘clear recovery 5 in 



arket 


By John Griffiths 

THE UK motor industry finally 
acknowledged yesterday that 
“clear recovery” is under way 
in the UK car market, after 
reporting a strong rise in new 
car registrations during June. 

The 11.07 per cent year-on- 
year increase was the eighth 
rise in the past 10 months and 
has convinced the industry 
that dealers, manufacturers 
and importers are moving out 
of one of the steepest car sales 
slumps on record. 

The June increase lifted reg- 
istrations for the first half of 
the year by 9.14 per cent, with 
most of the industry expecting 
a further acceleration in the 
second half of the year. 

The UK statistics were 
released on the day that fig- 


ures from the Brussels-based 
European Automobile Manu- 
facturers’ Association indi- 
cated a deepening of the sales 
crisis In oilier large EC mar- 
kets. 

The association estimates 
that sales fell in Italy by 30 per 
cent last month, by 24 per cent 
in Germany, 21 per cent in 
Spain and Italy, and by lesser 
amounts in other markets 
except Greece - which saw a 
GO per cent falL 

The UK is alone among 17 
west European states in 
recording sales growth. Sales 
in the EC overall were 17.5 per 
cent down in the first half of 
the year. 

The gathering gloom on the 
Continent is damping some of 
the bnoyancy of UK-based 
manufacturers, whose produc- 


tion gains - based on a rising 
UK market and a larger share 
for domestic producers - are 
increasingly offset by 
the downturn elsewhere in the 
EC. 

Even so, UK car output in 
the first five months of this 
year was 9 j per cent ahead of 
the same 1992 period; at 
608^169, with May output the 
highest for that month in 16 
years. 

The industry continued to 
voice caution last night. 
“Because of June's proximity 
to tiie August 1 sales rush, it 
would be unwise to read too 
much into the size of the 
increase,” said Mr Roger King, 
public affairs director of the 
Society of Motor Manufactur- 
ers and Traders, which issues 
the statistics. 


London airports face 
curb on night flights 


By David Owen 

NEW NIGHT flying 
restrictions designed to cut 
noise at London's main air- 
ports - Heathrow. Gatwick and 
Stansted - are to come' into 
effect from October. 

The government announced 
yesterday that a new quota 
system based on how much 
noise different types of aircraft 
make would be introduced, 
replacing the current regime 
based on the number of air- 
craft movements. 

Under the new system, the 
noisier the aircraft, the more 
its use at night will use up an 
airport’s quota. 

Separate regulations will 
ensure that noisier aircraft, 
such as the BAC I-U will be 
phased out within a decade. 

The new system is to operate 


for five years. Announcing the 
move in a parliamentary writ- 
ten answer to Mr Toby JesseL 
the Conservative MP, Mr John 
MacGregor, transport secre- 
tary, said he barf tried to main- 
tain a balance between the avi- 
ation industry and local 
people.- 

He said the new system 
would help to ensure those liv- 
ing near the airports could 
enjoy “a good night's sleep.” 
The new regime would be 
“tough oh Industry*' and was 
“a challenge to them to main- 
tain progress at introducing 
quieter aircraft”. 

BAA, which runs all three 
airports, said the scheme 
struck “a reasonable balance 
between the needs of the focal 
communities around the air- 
ports and the needs of the avia- 
tion industry”. 


Stena line 
orders fast 
ferries for 
Irish routes 

By Richard Tomkins, 

Transport Correspondent 

STENA Sealink Line, the 
Swedish-owned UK ferry opera- 
tor, fa to put the world’s larg- 
est high-speed ferry into ser- 
vice on its Irish Sea route 
between Holyhead and Dun 
Laoghaire in spring 1995. 

Stena, its parent company, 
has ordered two of . the vessels 
from the Fmnyards in Rauma, 
Finland, at a cost of about 
£130m. The second vessel, to be 
delivered a year later, will be 
made available for charter. 

The ferries, called HSS 
(high-speed sea service), will be 
able to carry L500 passengers 
with 375 cars' or 100 cars and 50 
lorries. 


Tories face damaging split after defeat on rail sell-off 


The largest design at present 
in service, the £74m SeaCat 
operated by Hoverspeed on 
cross-Channel routes, takes 400 


By Alteon Smith 
and David Owen 

A DAMAGING split looked 
likely to emerge in the ruling 
Conservative party yesterday 
as government ministers 
launched a campaign to over- 
turn the humiliating defeat on 
a central element of the plans 
to privatise British RaiL 
The embarrassing setback on 
Monday, when the House of 


Lords - Bri tain 's upper cham- 
ber - voted to allow BR to bid 
to run rail service franchises 
after privatisation, dogged Mr 
John Major as far as Tokyo 
where he is attending the G7 
economic summit 
Pressed on how he planned 
to deal with the successful 
move by opposition and rebel 
Tories, the prime minister said 
it was "probable" that the gov- 
ernment would try to reverse 


the decision. In the Commons, 
Labour exploited the govern- 
ment’s discomfiture, as deputy 
leader Mrs Margaret Beckett 
urged minsters: "Why doesn't 
the government show some 
common sense for once and 
Just admit they have got it 
wrong?" 

Tory MPs who previously 
threatened revolt to win con- 
cessions from the government 
on issues such as rail cards. 


have taken heart from the 
Lords' decision. 

The bill does not return to 
the Commons until the 
autumn, and at present minis- 
ters prefer to demonstrate 
their confidence by not rush- 
ing into negotiations with the 
earlier rail rebels such as 
Sir Keith Speed and Sr John 
Stanley. 

A further sign of confidence 
was the department of trans- 


port's coolness on one possible 
area of compromise mentioned 
by Lord Caithness, government 
spokesman in the Lords, dur- 
ing the Lords’ debate. 

He said it would be permissi- 
ble for BR to be a junior part- 
ner in a private consortium 
bidding for passenger fran- 
chises. Officials said yesterday 
that though allowable, it was 
not the government's Intention 
that BR should be involved in 


this way. Ministers argue such 
a move would run counter to 
the logic of the measure which 
envisages teams of former HR 
employees effectively privatis- 
ing BR routes by bidding fin: 
individual franchises. 

They also point out BR win 
be involved hi every bid air- 
way, since each route wUl 
remain in BR hands if the pri- 
vate bidders fall to offer a bet- 
ter deaL 


passengers and 80 cars. 

Stena said the new ferries 
would travel at 40 knots and 
would be less sensitive to 
rough weather than smaller 
vessels. 

P&O European Ferries, Stena 
Sealink’s biggest rival on UK 
routes, said it continued to 
watch developments in 
high-speed ferries but was not 
yet convinced of their mechan- 
ical rehahUity or rfi m inu r rTal 

viability. 


Britain in brief 



Settlement 


urged in EC 
rights case 

The government could face 
retrospective c l a ims from teas 
of thousa nds of public service 
workers who experienced a 
deterioration in pay and condi- 
tions when their jobs were 
contracted out to the private 
sector. 


1 


■ Mr Jack Dromey, a national 


secretary of the TGWU general . 
iniinn f told the union’s confer- 
ence yesterday that hundreds 
of test cases were being pre- 
pared and would go to court if 
the government rejected a gen- 
eral settlement 
The issue has arisen became 
of tiie European Community's 
Tape legislation which pro- 1 
teds the pay and conditions of 
workers in many cases of jab 
transfer. Although Tape has 
been part of British law since 
1981 the government has only 
recently acknowledged it can 
apply to contracting out 
Mr Dromey said up to 25,900 
workers in local and central 

government and the -health- - 
service had their pay reduced 
before it was realised that 
they were protected by Tope. - 
Compensation could amount 
to ti»ivg of millions of pounds 
and Mr Dromey said the gov- 
ernment faced the prospect of 
spending more than that in 
legal fees if it did not agree a 
settlement “The government 
has a choice over Tape - an i * 
expensive decade of chaos or a * 
settlement" he said. 


Receiverships 
down by 30% 

The number of receiverships in 
England, Wales and Scotland 
fell by more than 30 per cent to 
663 in the second quarter of the 
year making the third consecu- 
tive quarterly decline, accord- 
ing to figures published yester- 
day by accountants KPMG 
Peat Marwick. 


Jobs for Ulster 

Desmond and Sons, the Ulster- 
owned clothing company, 
announced plans to create 600 
jobs in Northern Ireland. 

The £24m plan Is being 
backed by the Industrial 
Development Board and will 
create 400 jobs and a new fac- 
tory at Magherafelt in south 
Londonderry. It is a timely 
Investment since the town was 
devastated by an IRA bomb 
earlier tills year and it suf- 
fered tiie loss of two big facto- 
ries last year. The investment tf 
programme win also add 200 ’ 

jobs and improve the effi- 
ciency of Desmond’s exiting 
Northern Ireland plants. The 
company currently employs 
2,700 people in 11 factories 
across the province. 


Hospital 
buildings row 

Fresh controversy about the 
closure of some of London's 
hospitals has erupted after a , 

firm of property advisers «r 

described them es the London 
development sites of the 90s". 

Save, a conservation group, 
described comments by Knight 
Frank & Rutley, chartered sur- 
veyors, about development 
opportunities presented by hos- 
pital closures as “outrageous”. 

It particularly criticised a 
description of the site occupied 
by St Thomas's opposite the 
Houses of Parliament', as “a 
prestigious residential develop- 
ment site with its unique pic- 
ture postcard view”. 


House price fall 

UK house prices fen by LI per 
cent In June, the second 
monthly ., fall In succession 
according to figures published A 

yesterday by Halifax. Britain’s ▼ 

biggest bunding society. 


Clearance for. 
anti-ulcer drug 

Smith Kline Beecham, the 
Anglo-American healthcare 
group, has been given pirovi- ; 
sional clearance to sell its best- 
selling prescription medicine, 
Tagamet, without a prescrip- 
tion in UK chemists. - 

SB expects to be able to mar- 
ket the drug by the end of the 
year. Tagamet is an anti-ulcer 
treatment which had world- 
wide sales last year of more 
than $lbn. 

“This is tremendousnews for $ 

SB especially given that Taga* 
feet's patents expire in the US 
next year," said Mr Paul Krik- 
fer, analyst at Goldman Sadia. 

« should add w eig ht to the 
company’s US application to I 

switch Tagamet's status from ! 

Proscription only to over- the I 

counter”. _ ! 
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Then IBM was the largest and 

- mos * , SUCcesJ sful computer 
mannfecturer in the wort* t«b7 
hampered by an overweight 
bureaucracy which has dragged the 
wmpany into two years ofSsas 
new technology forces down 
hardware prices, “Big Blue" is 
seeing new ways to restore vigour 
and agility Its command structure 
dismembered, its foot 
soldiers ‘empowered- to decide 
which wars to fight and which 
weapons to use. 

The battleground for some of the 
most important of these changes is 
IBM UK. There are two main 
reasons. First recession struck the 
UK earlier than other European 
countries and the UK company has 
been particularly bard hit over the 
past two years; in 1992 it lost £61 6m 
on sales of £3 .75m. Second, 
competition in the UK computer 
market is the world’s fiercest If a 
solution works in the UK, the 
argument goes, there is a good 
chance it can be exported 
elsewhere. 

The latest move, .mnnnnrpd last 
week, is the division of the UK 

home sales operation in a federation 

of some 30 separate businesses, 
each with the power to fix its prices 
and settle its costs. It is a 
microcosm of the grander plan. 
devised by IBM's former chief 
executive John Akers, to split IBM 
globally into a loose network of 
separate bumness units. 

There will be three kinds of 
businesses in the UK; vertical 
industries such as banking or 
retailing; product sectors including 
enterprise (mainframe) systems or 
personal systems,- and the 
computing services businesses, 
management consultancy and 
hardware maintenance. Same will 
employ only 50 people, others 500 or 
more. 

What practical difference will the 
new structure make? In the past, 
business managers were responsible 
for their revenues and their share of 
corporate costs. If a customer was 
unhappy with a product or service, 
the manager had to go elsewhere in 
the company to find a solution. 
There were endless arguments as 
salesmen fought their customers' 
comer against the bureaucracy. 

- *ln the new regime,' business ■ 
managers alone will be responsible 
for their profits, costs and their 


MANAGEMENT 


In what could be a model for the group, IBM UK is 
pioneering a new regime, writes Alan Cane 

The shake-up of 


Big Blue’s army 


v 



Stratehad to the Bmft Nick Temple, IBM IB< chart executive and author of the Temple Plan, the company’s blueprint for recovery 


customers’ satisfaction. They will 
be measured by five criteria; 
customer satisfaction, employee 
morale (both measured by opinion 
surveys) profits, market share and 
cash generation. 

The vertical industry businesses 
can buy hardware and software 
from the IBM product businesses or 
from elsewhere if they believe a 
competitor's equipment can do the 
job better. 

There will be no monthly reviews. 
The centre will operate little, if any, 
control unless a business starts to 
go off the rails. According to IBM; 
“The creation of a business 
federation will give more ownership 
and accountability to business 
managers, enabling the company to 
return to profit more quickly.” 

It will allow a variety of market 
approaches each with its own cost 
structure. A mainframe sale to the 
banking sector could be made, for 
example, by the banking business 
unit, by -the enterprise systems 
business unit or by a specialised 
sales team within enterprise 


systems. 

The move, codenamed Galaxy, is 
the latest phase of the so-called 
Temple Plan, a blueprint for 
recovery announced in the middle 
of 1991 by Nick Temple, chief 
executive of IBM UK. 

The first phases of the plan have 

Business managers 
alone will be 
responsible for 
profits, costs and 
customer satisfaction 

been implemented over the past two 
years. The structure of the company 
has been changed radically. Eight 
layers of management have been 
stripped down to four. A series of 
early retirement and voluntary 
redundancy programmes will have 
reduced staff numbers from 18,600 
in 1985 to just over 11,000 by the end 
of the summer. Some 30 per cent of 
the workforce now come face to 


face with customers, compared with 
only 45 per cent two years ago. 

Galaxy, however, which will put 
astonishing power and authority in 
the hands of managers more used to 
taking orders than giving them, will 
give the Temple Plan its stillest 
test 

It will give business managers 
control over, first, prices. Javaid 
Aziz, IBM UK marketing manager, 
explains: “When 10 years ago you 
sold a mainframe computer to a 
banker, an insurer or a retailer, it 
took the same amount of resource 
to make the sale, to install the 
machine and get it working. You 
.could list your prices. 

“Now the environment has 
changed. The hardware is 
secondary to the requirement that 
the overall system does the Job 
properly and the people on the 
ground understand best how to pull 
together and price the necessary 
hardware, software and services, If 
you try to price deals like that 
centrally, you will have a disaster 
because the people there do not 


have sufficient judgment of the 
market to be able to price 
accurately". 

Second, business managers will 
have control over their costs. Aziz 
says: “You cannot have a truly 
customer-responsive organisation 
where the cost structure is 
determined centrally. If you want 
your business managers to own 
their place in the market, to own 
their resources and deliver you a 
profit, you have to move cost 
control from the centre to the 
businesses. 

“In March this year only 20 per 
cent of costs were determined by 
our business managers. We Intend 
to move to a situation where they 
determine 95 per cent of their costs. 
In this way, you get rid of the final 
vestiges of a command and control 
structure and culture.” Because 
only 5 per cent of costs will be 
determined centrally, there is no 
need for a large central 
bureaucracy. The 2,500 
headquarters' staff employed two 
years ago are being cut to 100 
people wbo will manage the central 
holding company. 

Headquarters departments such 
as finance, personnel, distribution 
and corporate affairs are being spun 
out as service units. The businesses 
are empowered to buy their services 
if they wish but are not required to 
do so; they could, for example, buy 
a pension plan from an outside 
supplier. Service units which fail to 
attract adequate business, however, 
win have no reason to exist 

Plans like Galaxy are fine in 
theory but the significant change, 
as Aziz accepts, will have to be in 
Big Blue’s corporate mind. It 
remains to be seen if the leopard 
can change its spots. 

The plan, needless to say, has the 
approval of IBM's new chairman 
and chief executive. Louis Gerstner. 
Temple and Aziz presented the 
details to him during his visit to the 
UK in April. He will undoubtedly be 
watching the UK experiment with 
keen interest Hie is still enjoying 
his “honeymoon" as chief executive, 
but analysts are already beginning 
to ask when he will he ready to 
present his recovery plan for the 
company as a whole. _ 

Aziz claims that the UK company 
has already gained several in points 
market share in mainfr ames and 
that business expenses fell 50 per 
cent between 1991 and 1993 - 
roughly in line with a decline in 
staff from 10,500 to 6,500 over the 
same period. 

This year he hopes to keep 
revenues in line with last year, 
despite the declining cost of 
hardware. He also hopes to return 
to profit “You have to get the 
management systems right, the 
business measurements right and 
there has to be trust and teamwork. 
These are the pillars on which you 
build changes like these,” he says. 


A Catholic view 
of business ethics 


By Hugo Dixon 


T he aristocracy of the pre- 
capitalist era had well-de- 
fined ideals, which provided 
the basis for codes of ethics that 
guided their behaviour. But mod- 
ern businesspeople still lack 
ideals, a good 200 years after the 
birth of capitalism. 

That is the view of Michael 
Novak, the US neo-conservative 
Catholic philosopher. In last 
month’s Hayek memorial lecture, 
hosted by the Institute of Eco- 
nomic Affairs, the London tree- 
market think tank, he set out to 
remedy this deficiency. 

According to Novak, much of 
what goes by the name of business 
ethics is abstract and uninspiring 
because it does not address the 
ideals and principles that relate 
specifically to business as a form 
of human activity. What he calls 
“kitchen-variety” moral standards, 
such as honesty, fairness and sen- 
sitivity - which apply to other 
Walks Of human Ufa as ULUCh 35 to 

business - command most of the 
attention. 

One consequence is a lack of 
confidence among businesspeople 
when it comes to singing the 
praises of their way of life. “We 
tend to think that business fakirs 
ideals, is merely utilitarian, con- 
cerned mainly with vulgar profit 
and ranks considerably below a 
h umanistic or Christian vocation. 
Businessmen do not have the lan- 
guage to talk about the ideals of 
business.” 

Novak aims to fill this gap by 
identifying not so much a code of 
business ethics as an ethic for 
business. “What way of life do I 
wish to choose for myself, as I 
commit the larger part of my wak- 
ing hours to this specific practical 
vocation? What are toe ideals 
inherent in this vocation?" 

His answer is that the business 
vocation has two ideals: creativity 
and community. For Novak, busi- 
nesspeople are motivated not 
merely by a desire to make profits 
but by the "romance and risk of 
enterprise”. He says: "Most aca- 
demic writers seem never to have 
imagined the sheer fun and cre- 
ative pleasure involved in bring- 
ing a new business to birth. Such 
creativity has the stamp of a dis- 
tinctive personality all over it" 
He argues that business creativ- 
ity is the fundamental source of 
wealth creation. This, he says, 
explains why nations as rich in 


natural resources such as Brazil 
remain poor, while others with 
almost no natural resources - 
such as Japan - become among 
the richest in the world. 

Novak's second ideal for busi- 
ness - co mmunit y - seems on the 
surface rather odd, given the wide- 
spread perception that capitalism 
rests on individ ualism. But Novak 
rejects this: “Capitalism is not 
about individualism. It is about a 
creative form of community.’' 

The form of community particu- 
lar to capitalism is the private 
business corporation, which 
Novak argues is capitalism’s main 
institutional contribution to the 
human race. It is a community, 
one of whose main social purposes 
is to “make a profit, that is, to 
create new wealth beyond the 
wealth that existed before it came 
into being". 

Novak dubs his approach to 
business “the Catholic ethic and 
the spirit of capitalism", making a 
deliberate contrasting with the 
approach taken by Max Weber in 
his book, The Protestant Ethic 
and the Spirit of Capitalism. 
Where Weber saw the roots of cap- 
italism in the Protestants' self-de- 
nial. asceticism and sense of the 
depravity of natural man, Novak 
stresses “invention, serendipity, 
surprise and the sort of romance 
that leads many to risk their 
shirts". These, he says, are charac- 
teristic of the Catholic approach to 
creation. 

Novak's ideal of creative com- 
munity addresses essential aspects 
of human psychology which are 
left out by the crude picture of 
economic man as concerned about 
nn thipg more than how to maxim- 
ise profits. 

The argument's main weakness 
is that it slides over the real diffi- 
culties in marrying creativity and 
community, which often pull in 
opposite directions. Many creative 
individuals give little attention to 
their communities, while many 
communities - such as the large 
institutional bureaucracies of the 
modem world - stifle creativity. 

Novak says chat a free society 
must “examine all its institutions 
to see whether they are promoting 
or repressing human creativity". 
Perhaps one should not expect 
more practical answers from a 
philosopher. Finding them is the 
challenge of today's business- 
people. 
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Ecosys - 

the new generation of printers 
for the next generation. 




Standard 
office 
printers, 
like most other office 
technology, are a poten- 
tial threat to the environ- 
ment. Not only do they 
add to the considerable 
waste problems we face 
today, but they also leave 
an unpleasant legacy for 
future generations. Un- 
less we do something 
about it. 


The new Ecosys range 
of office printers is one 
solution. Unlike other 
printers, its key compo- 
nents are designed to last 
the printer's lifetime, 
cutting parts replacement 
down to a minimum. This 
unique advantage, made 
possible by Kyocera's ex- 
pertise in long-life ceram- 
ic technology, translates 
into a dramatic reduction 
in costly disposal. Costly 


to the environment and 
to your pocket. Plus it can 
print continually on re- 
cycled paper, something 
that most normal printers 
can't do. 

As an investment, 
the Ecosys is not only an 
economical choice (with 
operating costs of up to 
-/3 less than those of a 
conventional printer), it's 
also an ecological one. 

Ecosys from Kyocera. 


The office printer that ful- 
fils your economical and 
ecological concerns, both 
today and tomorrow. 



^KyOCERd 


Kyocera Ecctnxnci Europe - MoHsheU 12 - CM005 MecytouKh 2 - Germany - Tel +49(2139)9180 - Fa* +49(2159)<318I0S 
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BUSINESS AND THE ENVIRONMENT 


C onfusion over the 
environmental 
acceptability of timber and 
wood products could soon be 
resolved as producers and 
consumers near an agreement 
on the need for a system to label 
wood from countries which take 
their ecological responsibilities 
seriously. 

The evidence of the last two 
months promises a remarkable 
advance on the weak code of 
practice for the conservation, 
management use of forests, 
produced at last year's Earth 
Summit In Rio de Janeiro. 

The International Tropical 
Timber Organisation - which has 
representatives from producer 
and consumer nations, as well 
as the timber trade - agreed at 
its annual meeting in Malaysia 
in May to research the 
possibilities of using labels to 
control the trade. 

“Fm amazed that this Is 
happ ening ," says Fronds Sullivan, 
(Orest conservation officer of the 
World Wide Fund for Nature 
(WWF) in the UK. "People have 
gone from arguing about whether 
labelling should happen to how 
it should be organised.'’ 

The complex politics of the 
timber trade thwarted United 
Nations attempts at the Rio 
s ummi t to create a treaty on how 
forests should be managed. 

Timber importers are caught 
in the middle of a passionate 
debate between the consumer 
nations, especially the US and 
EC states, and the producer 
nations, mainly in the tropics. 

The developed nations want 
developing countries, such as 
Malaysia and Brazil, to stop 
wholesale logging. They argue 
that the world needs the forests 
to help in climate control, provide 
habitats for indigenous people 

anil maintain plant anil animal 

diversity. 

Groups such as Friends of the 
Earth are threatening producer 
countries with trade b o ycott s 
unless they conform to 
management principles which 
will lead to the preservation of 
natural forests. The Netherlands 
is the first EC state to embody 
these sentiments in national 
policy. 

Developing nations, however, 
are angry at what they see as an 
intrusion Into their sovereignty 
and right to exploit natural 
resources. Malaysia, using exports 
of its vast timber resources to 
build its economy, is the most 
eloquent and uncompromising 
voice in defence of producer 
nations. 

It asks why it shonld not be 
able to exploit its forests when 


Debate 

grows 

over 

timber 

Peter Knight on 
the campaign for 
‘green labels' on 
wood products 



western countries have all but 
destroyed their natural timber 
resources and are doing little to 
curb industrial pollution. 

The arguments are blurred by 
complexities such as the rights 
of indigenous forest peoples and 
accusations of human rights 
transgressions in Malaysia, 
Indonesia and Brazil. 

Bnt the reality for timber 
importers is that their market 
in the west is under increasing 
pressure to get its products from 
sustainable sources. 

Conservation groups have called 
for a boycott of timber from 
unsustainable sources, mainly 
the tropics. Governments, notably 
in Germany and the Netherlands, 
have began to specify alternatives 
to tropical hardwoods in building 
contracts. 

B&Q, the UK’s biggest DIY 
retailer, says that by 1995 it will 
only sell timber and wood from 
sustainable sources. Some 
countries and organisations are 
in the process of developing 
labelling systems so consumers 


can identify ecologically sound 
timber. 

The US-based Rainforest 
Alliance has developed the Smart 
Wood programme which grants 
a label to those producers that 
it has checked. Projekt 
Tropenwald is a voluntary 
initiative to provide information 
and certification of tropical timber 
sold in Germany. 

The Forest Ste wards hip Council, 
a predominantly WWF initiative 
backed by some businesses such 
as B&Q) wants to become an 
international council which will 
accredit companies that issue 
certificates to the timber trade. 

The African Timber 
Organisation, representing 
African producers, plans to start 
a labelling scheme to certify the 
origins of its products. 

While tfa me appears to be plenty 
of agreement on the need for a 
single, universally recognised 
label, there is much disagreement 
about how to set up and police 
such a scheme. 

A big hurdle is for all sides to 
agree on a definition of 
sustainable forest management, 
including such issues as selective 
logging, maintenance of habitat, 
replanting and sharply reducing 
road building. 

Sceptics say it is impossible 
to manage natural forests in this 
way and all logging should stop. 
This is clearly not an option for 
many developing countries with 
few natural resources. 

But even if an acceptable 
definition of sustainable 
management can be agreed, 
verifying the source of timber 
and policing the verifiers pose 
immens e problems. 

Verifiers will have to trace 
timber as it travels across 
continents. Developing nations 
do not like the idea of a 
western-based timber surveillance 
force operating on their soil. 

Nevertheless, many optimists 
think a workable labelling system 
can be set up, not least of all the 
existing international verifiers, 
such as Soti£t£ Gdnlrale de 
Surveillance. How East it can be 
developed, however, depends on 
how well producer and consumer 
nations co-operate. "Ironically, 
setting op a labelling scheme is 
not the difficult part," says 
Jean-Pierre Kiekens, a lecturer 
in development economics at the 
University of Brussels and a 
consultant on timber policy. 

“The real problem is to bring 
tropical forests under proper 
management, which is a 
pre-requisite to making 
sustainably produced timber 
available in big enough 
quantities." 


H»fft Fraser on battles between remote Russia and 

Think local, act 



D uring the Soviet years, 
Russia's vast and beauti- 
ful environment scarcely 
rated a mention on the 
political agenda. But today’s inves- 
tors in Russia ignore “green politi- 
cians" at their peril. 

Some of the Russian environmen- 
tal movements most telling suc- 
cesses are at the level of regional 
government, in local soviets or par- 
liaments. Primorsky Krai, a region 
facing the Sea of Japan, contains 
dense forests, rivers teeming with 
salmon and endangered species 
Including tigers and bears. 

In common with many regional 
bodies, the soviet of Primorsky Krai 
has a powerful environmental com- 
mittee, which regularly fines local 
polluters. At the height of commu- 
nist power, local politicians toed the 
party line, often dictated from as Ear 
away as Moscow. These days they 
are more independently minded: 
“ Essentiall y, I am against the indus- 
trialist. technical mentality which 
prevails everywhere," says Anatoly 
Lebedev, deputy chairman of the 
environmental committee. 

Lebedev's constituency is Krasny 
Yar. a town little larger than a vil- 
lage. Most of his constituents hunt 
and fish for a living In the sur- 
rounding forests of the Pozharsky 
District 

Despite the remoteness of the 
region and his small constituency, 
Lebedev has found himself at the 
centre of an environmental battle of 
international dimensions. The 
moral of the tale is that investors 
should pay attention to Russian pol- 
itics on a very local level indeed. 

In 1990, the Hyundai Group of 
South Korea formed a joint venture 
- Svetlaya - with two local logging 
companies. Svetlaya spent $70m 
(£46. 6m) building a sea port roads 
and a technical base around the 
coastal town of Svetlaya, outside 
Lebedev's constituency. 

But two-thirds of the Im cu m of 
timber, which Svetlaya planned to 
cut annually, were located across 
the political boundary in Pozharsky 
District, Lebedev’s political power 
base. 

The joint venture had the public 
backing of the then governor of Pri- 
morsky Krai, Vladimir Kuznetsov. 
The Russian government has long 
recognised the strategic importance 
of Hyundai Group to the Russian 
economy. But in Russia’s state of 
constitutional confusion, it is no 
longer always enough just to have 
friends in high places. 

. “Under Russian land use leglsla- 
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Russian tigers and other endangered species Bve in the region of Primorsky Krai 


tion, the real provider of natural 
resources is the district soviet,” 
says Lebedev. In this case, that 
meant the soviet of Pozharsky. a 
sub district of Primorsky. 

“The Pozharsky soviet categori- 
cally refused to let us log on their 
land,” says Vladimir Stegny, presi- 
dent of the Svetlaya joint venture. 

Local people feared that logging 
on the hills around the source of 
the Biikin River would damage the 
salmon-breeding waters which pro- 
vide their livelihood. 

Lebedev’s objections go further: 
‘'This is one of the last pristine for- 
ests left in the world. Their plan to 
‘clear-cut’ [whole sections of] the 
forest on steep slopes wifi create a 
desert" 

Nor is Lebedev impressed by the 
joint venture's plans to replant 3m 
trees a year. They have some beau- 


tiful greenhouses, but there is no 
point in planting young trees in a 
desert They wifi die." 

The point was underlined by 
Greenpeace, which last October 
blockaded the Svetlaya harbour, 
temporarily brin g in g exports to a 
halt The confusion surrounding the 
Svetlaya case has done little for the 
region's image abroad. “Korean and 
Japanese businessmen often call me 
to ask about the latest situation." 
says Stegny. 

Svetlaya challenged Pozharsky 
Soviet in court last June. 

The regional court decided in 
Svetlaya’s favour, but Pozharsky 
Soviet's appeal to the Supreme 
Court of Russia showed the weak- 
ness of Russia’s legal system. The 
appeal judges failed to draw any 
firm conclusion, merely ruling that 
there were “deficiencies” in the ear- 


lier judgment The legal position Is 
still up in the air. 

“I believe that local people need 
us as much as we need th em - They, 
will come round in a couple of 
years’ time,” says Stegny. But he 
tacitly admits the environmental- 
ists had a point 

Svetlaya now selectively cuts 
trees. Its S70m investment as sumed 
the joint venture would be in profit 
by its fourth year. Bat reduced log- 
ging means that break-even point is 
seven to 10 years away. 

Elsewhere in Russia, environmen- 
tal demands are important criteria 
when it comes to issuing , rights to 
develop natural resources. In gen- 
eral, this is good news for foreign 
investors. Russian competitors 
often have a poor environmental 

record. ■ , • : 

One of the largest deals under 
negotiation is a project to develop 
gas fields on the con ti ne n ta l shelf 
off the i sl and of Sakhalin. A consor- 
tium known as MMMMS. including 
Marathon and McDermott from the 
US, Japan's Mitsui and Mitsubishi, 
and the Anglo-Dutch Shell, hopes to 
conclude the SlObn deal soon. 

This Is one of the most di ffi cult 
projects in Russia, from' an envixon-- 
mental point of view,” says Galina 
Pavlova, a local Peoples Deputy and 
member of the Sakhalin Soviet 
Ecology Committee. 

“Environmental concerns have 
added consi derably to the cost. But 
as an ecologist, I am happy with the 
proposals, provided they do every- 
thing we want” 

On the volcanic peninsula of 
Kamchatka, one of the poorest and 
least developed regions of Russia, 
the local administration plans ah 
international tender for extraction 
of 90 tons of gold from the south of 
the peninsula. As soon as the plan 
was announced, the governor of 
Kamchatka. Vladimir Biryukov, 
went on television to say that the 
project would go to the most envi- 
ronmentally clean proposal 

In Primorsky Krai, the environ- 
mentalists are girding their loins 
for the next battle. The Ministry of 
Atomic Energy is funding a feasibil- 
ity study into building underground 
nuclear power stations in the far 
east of Russia. 

In the late 1980s. Lebedev fended 
off a similar plan to build a nuclear 
reactor near Krasny Yar. He does 
not think it will be an easy fight 
this time round. 

The miffififlr mafia in this coun- 
try still have a great deal of 
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Improve your managerial potential 
in just 7 weeks FREE ... 

... thanks to the Financial Times Scholarships to 
INSEAD s International Executive Programme 

3 1 October -17 December 1 993 


"The IEP 5uru/W my tiro prime 
objeaha for attending namely it 
updated on the latest thinking an 
the various business disciplines and 
business environment and, crucially, 
the seven weeks allowed me the 
necessary breathing space to re/lea 
on my t»wn business problems and 
opportunities and how I could best 
approach these making uu ef some 
of the new concepts and techniques I 
had learned. " 

Steve Crao, General Manager 
Thom Lighting, Hang Kory 

INSEAD manages to combine the 
teaching qf " experts' ' and beginners 
m the various subjects In an 
exceptional way. In addition, 
Fontainebleau is a fantastic place with 
goal oppammititsjbc natation and 
span. I last J Idhsl Thank you." 

Trond Stangeby, Vice President 
Norsk Hydro, Norway 

"I dose the INSEAD programme 
hoping to find a multicultural 
learning environment. This certainly 
proved to be the case. The INSEAD 

experience will allow me to better 
serve ay global customer base. As 
an added benefit, / made great 
friends among my dwmn " 

Denis Roemmich, Regional Manager 
Air BP Americas, U.SjL 


INSEAD's International 
Executive Programme (IEP) 
is above all a development 
programme. Its purpose is to 
prepare executives at the top of 
their functional domain for 
positions of increased 
responsibility. It achieves this 
by first reviewing the basics to 
ensure sound knowledge of 
finance, marketing, operatons 
and human behaviour. 

Building on this understanding 
of the fundamental disciplines, 
the programme advances to 
matters of policy and problem 


analysis, focusing particularly on 
business strategy and financial 
analysis and control. It 
investigates the decision-making 
process and highlights the 
interaction, of policy priorities. 

The programme provides 
"context" by considering the 
relationships between business 
and the socio-political and 
economic environments. 

In addition, last year's IEP 
programmes brought together 
120 participants from 25 
different countries. 


INSEAD's continued committment to diversity has been highlighted by the 
announcement of two scholarships supported by (be Financial Times, one 
for a Central / Eastern European, the ocher for a female <f any nationality 
on the next IEP programme. Awarded on a competitive basis, the 
scholarships will cover participant's tuition fees. The deadline for 
applications is end September. 

For more information please contact: 

Chan til Pogct (code FSC3), INSEAD, 77305 Fontainebleau Cedex, France. 

Tel: 33 (1) 60 72 +2 90 Fax: 33 (1) 60 72 4-2 +2 Telex: 690389F 


PEOPLE 


Jones follows in Kerss’ footsteps 


David Jones, chief executive of 
South Wales Electricity, is tak- 
ing over as the next chief exec- 
utive of the National Grid 
Company. He joins at the end 
of the year, with a short hand- 
over period between himself 
and his predecessor, Bill Kerss, 
who is stepping down next 
March when he reaches the 
normal retiring age of 63. 

An English engineer from 
the Midlands, Jones. 51, looks 
back on a 32-year career in the 
industry, with two regional 
electricity boards. South West- 
ern and Midlands. He joined 
South Wales in 1988 as deputy 
chairman - coincidentally 
exactly the position Kerss had 
held before moving on to the 
National Grid. He was 
appointed managing director at 
the time of privatisation and 
has run the company, together 
with chairman Wynford Evans, 
since then. 

One analyst describes it as 
an extremely effective partner- 
ship. with Evans dealing with 



much of the political and 
Welsh aspects of the com- 
pany's affairs, while Jones con- 
centrated on the day-to-day 
operation. 

In April, Jones had assumed 
the new title of group chief 
executive, a move which did 
not however entail any real 
change of responsibilities or a 


change in salary. 

Jones is credited with help- 
ing mastermind a comprehen- 
sive reorganisation at South 
Wales. The presence of Welsh 
Water, which built a controver- 
sial stake in the company 
which it then disposed of at 
the end of last year, helped 
spur management on to make 
a round of cost-cutting more 
quickly than happened in some 
of the other regions. 

South Wales says it is 
embarking on an extensive 
search for Jones' replacement 
While there are internal candi- 
dates, it is also searching else- 
where within the industry as 
well as outside the confines of 
the electricity business. 

The National Grid Holding 
(NGH) company is owned by 
the 12 regional electricity com- 
panies and South Wales has a 
5.4 per cent stake. Jones has 
been on the board of NGH 
since privatisation; no head- 
hunters were Involved in his 
appointment 


■ Boots Healthcare 
International has appointed 
Peter Milbum as director of 
marketing: He succeeds Phillip 
Davey who has become md 

of Crookes Healthcare, Boots’ 
over-the-counter medicines 
subsidiary in the UK 
Alan Horgan has been ; 
promoted from general 
manager to be md of Boots' 

UK pharmaceuticals 
subsidiary. He joined Boots 
from Bristol-Myers Squibb in 
1991 as head of UK sales and 
marketing. 

■ John Scrlven, the UK lawyer 
who is vice president and 
general counsel for Dow 
Europe, has been appointed 

to the position of associate 
general counsel for The Dow 
Chemical Company in 
Michigan. A law graduate from 
Cambridge University - the 
British rather than American 
one - he is also visiting 
professor at McGeorge School 
of Law, University of the 
Pacific. He takes over from 
Wayne Hancock, who is 
retiring. 


Woods for Bridport-Gundry 


Russell to chair 3i 


Bridport-Gundry, the medical, range of products from 
aviation and defence products restraint systems for Deutsche 
group that has just parted com- Airbus and the space shuttle to 
pany with its group managing medical sutures, 
director, 50-year-old Brian Cow- Woods, 45, who joins next 
ley, has recruited Geoffrey week, had been managing 
Woods as its new chief execu- director of Toray Textiles 
tive. Europe, a subsidiary of the 

Chairman Pat Darley says Japanese company. He had pre- 
that C-owley, who had been in viously distinguished himself 
the post for just over four by befog (me of the youngest 
years, went “as a result of lack managing directors within 
of confidence. Clearly things Courtaulds, the company he 
were not working out"; but he joined as a graduate trainee in 
was not prepared to elaborate. 1989. Darley. who predicts that 
The company that once spe- his arrival at Bridport will not 
tialised in fishermen's netting herald a change of strategy, 
has moved into the fibre tech- says he was chosen for his 
nology business, making a strong marketing skills. 



Adding baccy to booze: Sir AHck Rankin, chairman of Scottish, 
and Newcastle, is also putting BAT Industries into his 
non-executive pouch. 


Sir George Russell, chairman 
and chief executive of Maiiey, 
the building materials group. 
Is set to emerge as the new 
chairman of Si Britain’s larg- 
est venture capital company, at 
the end of this month. 

A formal decision on his 
appointment has still to be 
taken but the firm indications 
are that Sir George, currently a 
non-executive director, will 
take over the chair vacated so 
hurriedly in April by Alan 
Wheatley. A formal announce- 
ment is expected at 3i's annual 
meeting- on July 28. 

Wheatley, a former senior 
partner with accountants Price 
Waterhouse, stepped down 
when 3i's shareholders, the 
banks, decided to postpone 
indefinitely a decision on a 
public listing for the company. 

Sir George, who is 57. is no 
stranger to controversy. He is 
chairman of the Independent 
Television Commission, which 
is opposing plans by the inde- 
pendent television companies 
to reschedule News at Ten to 
an earlier evening slot 
A conunonsense Geordie who 
once considered joining 
Sunderland United, he joined 
ICI as a graduate trainee at the 
start of a long career in the 
chemicals and aluminium 
industries. His television con- 
nection started in the late 
1980s when he became deputy 



chairman of Channel Four. 


3i has not traditionally been 
an exciting part of the finan- 
cial community. Providing 
equity and loan finance to 
small and medium sized com- 
panies is a cautious long term 
business dependent oil a care- 
ful assessment of companies 
and their managements. 

It is only in the past three 
years that the proposed flota- 
tion and a succession of post- 
ponements as the recession 
deepened have made the job of 
chairman a high profile posi- 
tion. Sir John Cuckney joined 
•» with the mission to take it 
public but retired early in frus- 
tration, Alan Wheatley was in 
Place for only nine months 
before shareholders decided to 
wait for a strong recovery 
before floating and he left. 
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Television/ Christopher Piinyi^ 

It’s bad news 


ARTS 


week - again 



A ccording to T.S. Eliot 
(an over-rated poet, 
yes. but you cannot 
deny the strength of 
The Four Quartets), “Human 
kind cannot bear very much 
reality". But Eliot died nearly 
30 years ago. before television 
hit its stride. What on earth 
would he have written, had he 
survived long enough to share 
our nightly glut of reality in 
1993? 

The evidence of man's inhu- 
manity to man is bad enough: 
whereas past generations 
learned at second or third 
hand, and months or even 
years after the event, about 
some hideous piece of cruelty 
on the other side of the world, 
we hear and see and share viv- 
idly in such experiences within 
hours of their occurrence. 
These days, television even 
ensures quite often that we are 
present as the ghastliness 
takes place, whether in Bosnia, 
Israel, or the City of London as 
the madmen of the IRA go 
about their mayhem. 

However, just as destructive 
of the viewer’s spirit is the way 
that television pushes our 
noses up against equally vivid 
pictures showing the cruelty 
not of man hut of fate. Previ- 
ous generations knew, of 
course, that life is often nasty, 
brutish and short They too 
lived with the mentally ill “in 
the community", and conse- 
quently saw their suffering 
and, no doubt, occasionally suf- 
fered hum their violence. Nat- 
urally they watched their own 
parents die and, more often 
than we have to, their own 
children, too. Bat at least they 
could believe, when faced with 
such personal tragedies, that 
this was an anomaly, that 
there was something better 
somewhere else. 

Members of the television 
generation in countries such as 
Britain have no such cushion 
against reality. We know how 
usual are pain and suffering, 
because they are brought to us. 
day in, day out, from our own 


doorsteps and from doorsteps 
around the world, in graphic 
pictures and detailed speech 

To live with the sadness and 
Pain of your own life is one 
wing, but to try to live with 
the sadness and pain of the 
whole world is something else. 
Half a century into the age of 
television you begin to wonder 
whether this is not, perhaps, 
insupportable. What we are 
trying to do in living with 
global television is unlike any- 
t hing that any previous gener- 
ation has attempted. 

It is not just, or even mainly, 
a question of television news, 
though Marty n Lewis had 
more justice on bis side than 
his derisive colleagues would 
admit when he called for more 
“good" news. 

Anybody who has ever 
worked on a natio n a l news 
desk has felt that collegiate 
tendency towards the macho 
which no one likes to question 
and which insists that a mur- 
der is a “better” story than, 
say, a world championship 
won by a Briton in some sup- 
posedly obscure sport, champi- 
ons in minor sports being one 
of the specific examples of a 
void nominated by Lewis and 
carefully ignored by his oppo- 
nents. 

Without toppling over into 
the embarrassing world of the 
“Good News” bulletin (“Two 
thousand aircraft didn’t crash 
on takeoff from Heathrow this 
week. . it is time somebody 
tried to break out of the 
self-perpetuating circle of bad 
news junkies. Using the fash- 
ion editor as copy taster for a 
week might help. 

But however much the pub- 
lic may be on Lewis's side in 
this, viewers are surely not 
surprised when news pro- 
grammes reflect much of the 
nastiness of the world. What 
becomes so dispiriting is the 
unending succession of current 
affairs programmes and docu- 
mentaries detailing the hurt 
and horror of life everywhere. 
It is bad enough when this 




Telling it how it was: the late Juris Podnieks at work 
occurs where you expect it. occupiers' bullets. 
Anyone familiar with the Equally nredictat 


extraordinary work of the late 
Juris Podnieks will have 
known what sort of thing was 
likely to turn up in Channel 4's 
tribute. Camera Of Courage. 

Sure enough Sunday’s Home- 
land was Podnieks’ own cut of 
an a m a z i n g documentary alter- 
nating between massed choirs 
of Latvian folk singers and 
archive clips showing the 
invaders from Russia and Ger- 
many who have taken it in 
turns to make Latvian life 
utter misery: “Mother was a 
midwife. She helped anyone in 
need, co mmunis t or guerrilla. 
For that, they forced her into a 
freight wagon. . .” and 
deported her to the gulag 
where there are still 200,000 
unidentified corpses. 

What does the man of con- 
science do against totalitarian- 
ism in the age of television? He 
puts a video camera on his 
shoulder and heads for the 
sound of gunfire. Working with 
Podnieks, cameramen Andris 
Slapins and Gvido Zvaigzne 
both walked towards the 
Soviet tanks which circled the 
parliament buildings of the 
Baltic states just a few sum- 
mers ago, and both paid with 
their lives. It is difficult to 
avoid tears as you watch the 
skewed pictures which 
Zvaigzne's camera continued 
to record as he fell, hit by the 


Equally predictable was the 
melancholy of BBC2's Block 
Daisies For The Bride, a combi- 
nation of documentary and 
drama to mark National Alz- 
heimer’s Awareness Week. 
Director Peter Symes and poet 
Tony Harrison succeeded in 
capturing most of the appalling 
characteristics of the disease, 
though they did not emphasise 
enough the dreadful effects 
upon those most closely 
related to the victim, usually 
husband or wife. 


T he account by The 
London Programme of 
violent schizophrenics 
being released “into 
the community" and then com- 
mitting murder was scarcely 
surprising; we have heard 
already about these cases 
piecemeaL Most frightening 
was the clear indication 
(though this was never 
explicit, it did not need to be) 
that we now live in a democ- 
racy where it Is considered 
more important to save money 
than to avoid murder. 

More depressing than these, 
however, are the programmes 
which you think wifi be posi- 
tive and heartening but which 
are not. Knowing Antony 
Thomas’s previous work, it 
was fair to assume that his 
Viewpoint 93 programme for 
FTV called “In Satan's Name” 


would direct a good blast of 
fresh air on the subject of 
Satanic child abuse. Previous 
programmes with credulous 
reporting from people such as 
Beatrix Campbell had helped 
turn a modern myth which 
lacked even a scrap of evidence 
into a phenomenon widely 
believed by social workers, 
clergymen and even members 
of the police force. Sure 
enough Thomas's report 
revealed this international hys- 
teria for what it is, but in the 
process it made your heart 
sink even further. 

Without ever mentioning the 
phrase “false memory syn- 
drome" Thomas showed that 
these “memories'' of ritual 
abuse occur after sessions with 
“psychotherapists" and church 
leaders. In other words this is 
the same old witch hunting 
trick that we have seen down 
the ages: invent a set of 
demons, introduce them to the 
minds of the impressionable, 
put pressure on the impres- 
sionable in public and, hey 
presto, demons! To see the ease 
and effectiveness with which 
this ancient technique is still 
being used, for the self- 
aggrandisement of therapist 
and churchman, is deeply 
saddening. 

But if in the past week you 
wanted the final push towards 
suicide you needed to watch a 
two-hour programme in Chan- 
nel 4's “True Stories” series 
called Time Indefinite. This 
began as one of those home 
movies made by American 
members of the Bile generation 
who believe that any aspect of 
their own lives captured on 
camera must be fascinating to 
the rest of the world because - 
well, it’s about Me, isn't it? In 
the second half, however, Me's 
grandmother died, Me's wife 
miscarried, and Me's father 
died, a series of blows from 
fete which, in the end, seemed 
unfair even to such an insuffer- 
able egotist as Me. 

No viewer is forced to ingest 
such a concentrated diet, it is 
true. Even television critics are 
entitled to opt for a comedy or 
a light entertainment pro- 
gramme from time to time, 
assuming that in July they can 
still find one that has not been 
shown umpteen times before. 
But unless you do sit down and 
plan carefully to avoid it, you 
can find television bringing 
you more reality than human 
kind can bear. 


Theatre 


A pleasing coincidence 
gives London revivals 
of plays by Noel Cow- 
ard, Terence Rattigan 
and John Osborne. Anyone 
who sees all three will, 1 hope, 
begin to discard the belief that 
British theatre changed radi- 
cally with the opening of 
Osborne's Look Back m Anger 
at the Royal Court cm May 8 
1956. For if you look at the 
playwrights as a group, It is 
their continuity that stands 
out 

True, there was a change in 
the milieu - a move from the 
drawing room to the ironing 

board. With Osborne's success, 
Rattigan went out of fashion, 
and Coward into decline. But 
there was no revolution. 

The conventions remained 
pretty much the same, the aim 
being a well-made play with a 
beginning, a middle and an 
end, and a capacity to shock 
thrown in. 

It was Osborne who was the 
conservative. He followed his 
masters closely, but dropped 
such controversial subjects as 
drugs and homosexuality. The 
difference was that he seemed 
to have moved the frontiers by 
writing about a lower down a 
class in the social hierarchy 
and expressing anger at the 
status quo. It was not until 
Inadmissible Evidence, now 
revived at the Royal National 
Theatre, that he moved to 
more complex relationships. 

Looking back, it is clear that 
was a great deal of anger in the 
British theatre before 1956. As 
early as 1924 Coward was an 
angry young man writing 
about drugs and sex in The 
Vortex. And anyone who has 
seen the revival of his Present 
Laughter at The Globe will 
have noticed that it is not 
entirely a play about 
upper-class society. The 
menage in which Gary Essen- 
dine fives contains a broad 
social mix. 

Rattigan pushed the fron- 
tiers much further. In the 
recently revived 77 k Deep Blue 
Sea, practically every social 
class, including immigrants, 
has a look-in. The play is a 
marvellous plea for tolerance 
of social and sexual deviation 
within a society constricted by 


Separate Tables 


the law. 

How anyone could have 
thought that Rattigan was a 
conventional playwright 
merely became he used con- 
ventional forms must now defy 
the imagination. Apart from 
everything else, he used the 
conventional forms so welL 

Separate Tables, which is 
now revived at The Albery, is a 
slightly less good play. First 
performed in 1954, two years 
alter The Deep Blue Sea, it was 
initially a winner but may 
have been the beginning of 
Rattigan’ s downfall, because it 
was about old England - a 
mixture of shabby genteel peo- 
ple slowly fading away in a 
private hotel near Bourne- 
mouth. 

The fault lies with the struc- 
ture. Separate Tables tries to 
roll two sets of events into one 
with a gap of 18 months in 
between. The first concerns a 
disgraced former Labour Party 
minister (class of 1945) whose 
ex-wife, a once and perhaps 
still beautiful model, arrives in 
the hotel. 

They are at least temporarily 
re-united by the manageress 
(Charlotte Cornwell), who rep- 
resents all that is tolerant and 
decent in a strained environ- 
ment, and is also the former 
minister's current mistress. 

In the second half, the admi- 
rable Ms Cornwell strikes 
again for the forces of liberal- 
ism. She allows another dis- 
graced guest to stay despite 
the fact that he has been 
exposed, and reported in tire 
local newspaper, for minor 
indecency in a nearby cinema. 
The mildly jarring asymmetry 
is that here, the manageress 
has had no direct involvement 
in the emotions. She is more 
the wise ruler than the partial 
victim. 

Yet if you want a liberal Ms 
Britannia trying to hold a 
declining country together in 
Bournemouth in 1954, look no 
further. The appropriate patri- 
otic music quietly pervades the 
play. Ms Cornwell even has a 
fine that seems a refinement of 
Mona Lott in ITMA: “it’s sur- 
prising how cheerful one can 
be when one gives up hope.” 

Some of the period details 
are wonderfully done. In the 


early 1950s, educated Conserva- 
tive voters read the New 
Statesman (here called New 
Outlook, for which the dis- 
graced politician writes under 
the pen-name of Cato), claim- 
ing that they did so only for 
the music criticism. 

In Separate Tables, they have 
views on taxes and dividends 
that relate to real life, and 
(picked up from a television 
programme) on the respective 
merits of levelling up and lev- 
elling down. The biggest shock, 
and It is considerable, is when 
the seemingly progressive wife 
of the young medical student, 
turns out not to be a liberal. 

There is a lovely twist at the 
end, when a new couple 
appears at a table, talking only 
to each other, unaware of what 
has gone before and the drama 
that is going on around them. 
Perhaps here was the begin- 
ning of Act 3 or another play. I 
like to think of it as a defiant 
Rattigan gesture: a hint of 
what might have been said 
next, had he not been so rudely 
interrupted by a change in 
fashion. 

As it is, there is an ironic 
shaft at the coining shift in 
conventions. The former minis- 
ter is reprimanded for using 
the French windows which are 
concealed from view. As for 
social class, he was originally a 
docker from Hull. 

One more point: there is a 
direct and telling reference to 
McCarthyism. No-one should 
ever have said that Rattigan 
was out of touch with his time. 

The setting - by which one 
really means the seating - in 
Separate Tables is crucial, in 
Sir Peter Halt’s production, 
designed by Carl Toms, it is a 
trifle ponderous, but that may 
have been the flavour or the 
period. 

As a theatrical device, the 
separate, sometimes communi- 
cating tables are a delight The 
menu is a mixture of likening, 
watching, talking and occa- 
sionally eating. Peter Bowles 
and Patricia Hodge double as 
the main romantic parts in 
both sections. 


Malcolm Rutherford 


Albery Theatre. (071) 867 1115 


Opera 


The Man Who Strides the Wind 


B efore his death in 1989 
Bruce Chatwin had 
conceived the scheme 
of an opera, a collabo- 
ration with the composer 
Kevin Volans. The project was 
to draw on Ideas from Chat- 
win’s wonderful novel The Son- 
glines. extending its medita- 
tions on the nomadic nature of 
man, and the focus was to be 
the life of Arthur Rimbaud, 
particularly the years he spent 
wandering around Africa, hav- 
ing abandoned his poetic 
career. Cbatwin became too ill 
to complete any of the libretto, 
and the text for The Man Who 
Strides the Wind, which 
received its first performance 
at the Almeida last weekend, 
has been assembled by the 
writer Roger Clarke from 
sources that include Rimbaud's 
own poetry, Cha twin’s travel 
notebooks and the classical 
texts - Hesiod, the Bible - 
closest to Chatwin’s heart 
Of the rash of operas that 
have been promised in recent 
years, this work-in-progress 
was perhaps the most intrigu- 
ing and tantalising. Volans’ 


instrumental and orchestral 
works have established him as 
one of the most distinctive 
voices in contemporary music, 
and the subject matter seemed 
perfectly suited to a composer 
who had derived so much fla- 
vour from his South African 
background. What has reached 
the stage, though, is a pro- 
found disappointment in musi- 
cal and dramatic terms. 

The reasons for that failure 
are tangled and hard to estab- 
lish: the negligible production 
by Peter Mumford (designs by 
NeU Irish) is certainly no help, 
and often clumsy in its effects, 
while Volans’ score is realised 
tentatively under David Par- 
ry’s direction. Bnt both pro- 
ducer and conductor can chum 
some mitigation; there is some- 
thing intrinsically unopera tic 
about a work whose first act 
revolves about a death-bed 
scene, the second is a sus- 
tained duet for tenor and bari- 
tone, and only a small fraction 
of the text is comprehensible. 

The weight of the Intellec- 
tual argument in The Man 
Who Strides the Wind fells in 


that long (70-minute) second 
act, as Rimbaud and his ser- 
vant/companion Djami wander 
through toe Abyssinian desert 
while the former poet tries to 
come to terms with his rest- 
lessness, his inability to feel at 
home in any landscape. The 
first act sets up the discourse 
as the dying Rimbaud, 
returned home after 12 years' 
wandering, is tended by his sis- 
ter and fearsome mother who 
know nothing of his former 
life. But the lack of drama and 
the lapidary text resist easy 
involvement; the opera always 
manages to hold its audience 
at arm's length. 

Most disappointing of all was 
the effect of the music itself. 
The vocal score promised a 
wonderfully subtle, teeming 
texture, full of the teasing 
polyrhythms and glistening, 
slender textures which Volans 
has made his own. In the claus- 
trophobic Almeida acoustic, 
though, many of those effects 
were made to seem miscalcu- 
lated and the instrumental 
playing (the combined forces of 
the Brindisi Quartet and the 


Almeida Ensemble, fine play- 
ers all of them) lacked the pre- 
cision and delicacy Volans' 
music always demands. 
Moments one looked forward 
to were totally lost - the very 
opening of the work, for 
instance, with a boy treble 
intoning fragments of Rlom- 
baud's verse as a backdrop to 
the utterance of the dying poet 
emerged totally indistinct 
While Volans' score contains 
much that might, thrive in a 
different context, this is not a 
show from which the ENO’s 
Contemporary Opera Studio 
can take any credit Only the 
singers could be satisfied with 
their contributions: Thomas 
Randle rpartp a fine, compelling 
Rimbaud, Meurig Davies a 
compassionate, boyish Ujami; 
Susan Bisatt was the attentive 
sister Isabelle, Jennifer Rhys- 
Davies, the gorgon-like mother. 
David Newman provided the 
shimmer of treble in act one. 


London 

City 

Ballet 


Andrew Clements 


Almeida Theatre; further per- 
formances July 9, 12 and 16 


Last Saturday, the London City 
Ballet pirouetted its last at the 
Theatre Royal Bath, victim of 
Arts Council intransigence 
over regular funding, Antony 
Thomcroft writes. 

Early in September in Ste- 
venage, toe London City Ballet 
will embark bn its annual 
autumn tour. Thai at least was 
the guarded assurance pro- 
vided by artistic director Har- 
old King on Monday. He could 
sound optimistic because he 
was standing next to the 
money man from ADT, whose 
chairman Michael Ashcroft 
seems set to take over from 
John Hughes as the financial 
backer of the LCB. 

He has pledged £150,000 a 
year. The plight of the com- 
pany precipitated a sudden 
donation from the widow of 
Nureyev's agent Sandor Gor- 
linsky. Texaco has promised 
£150,000 in the autumn. The 
dancers are now on holiday - 
unpaid - but a slightly smaller 
company should assemble in 
August to rehearse Copp&Ua. 



Patricia Hodge and Peter Bowles strike a pose 


International ; 


Eve (July 10-18), Sophocles’ 
Oedipus at Colon us (July 27-Aug 
1) and a Russian-language version 
of Tom Stoppard’s Rosenkrantz 
and Guflderstein are Dead (July 
27-Aiug 1). The contemporary music 
programme focuses on Harrison 
Birtwistle and Klaus Huber. Ends 
Aug 2 (9086 2443) 


Tannh&user. Bids Aug 28 
(0921-20221) 


BEAUNE 


AIX-EN-PROVENCE 


Opening on Sun, this year's festival 
has a diverse trio of operas: Webers 
musically abundant Euryanthe 
{conducted by Jeffrey Tate), 

Handers magnificent Ortando (with 
Felicity Palma), both in new 
productions, and a revival of Don 
Giovanni starring William SNmeji. 
Among the concerts are Berlioz s 
L’Enfance du Christ in the Cathedral 
and Campra's L' Europe galante 
h the Archbishop’s Palace Theatre. 
Recitalists include Andreas Schmidt, 
Gunduta Janowitz, Leila Cuberfi 
and Nathalie Stufczmann. Ends July 
28 (421 7 3434) 


■ BAD KISSINGEN 
The chief attraction of the Kissinger 
Sommer Is its setting in a north 
Bavarian spa town, with its former 
royal house and fln-de-siede 

theatre. This week’s programme 

indudes a Bamberg Symphony 
Orchestra concert tonight with cello 
sotoist Lynn Harrell, a redtal by 
Gwyneth Jones tomorrow, an 
orchestral concert on Fri conducted 
by Lorin Maazei and a performance 
of Haydn's Creation on Sun. Next 
week's artists Indude The English 
Concert and sopranos EdHh Wiens 
and Cheryi Studer. Ends July 18 
(0971-807110) ___ 


This week’s programme at the 
Festival International de Musique 
Baroque, one of the few coherent 
French regional music festivals, 
indudes a concert of VivaJdJ motets 
with Amsterdam Baroque Orchestra 
under Ton Koopman (Fri) and 
medieval Spanish music with 
Hesperion XX under Jordi Sava/I 
(Sat). Later in the month, there is 
a conceit by The Tallis Scholars, 
plus performances of Purcell's The 
Fairy Queen and Handel's Sdpiona. 
Ends Aug 1 (8022 2451) 


Nathalie Stutzmann, Spivakov 
himself and several other 
high-powered soloists. Sat and Sun: 
Shlomo Mirrtz directs Israel Chamber 
Orchestra. Ends July 14 (8920 6894) 


with a fine cast headed by Chris 
Merritt. Ends Aug 11 (6702 0201) 


Vladimir Atlantov, Alain Fondary 
and Nina Rautio (9034 2424) 


ARTS GUIDE 


MONTREUX 


RUHR 


■ LA ROQUE 
D’ANTHERON 


■ AVIGNON 
Jacques Lassalla’s Com6die 
Fran<?aise production of Moliere s 
Dom Juan opens this year’s festival 
on Fri and continues till July 20. 

The festival has also organised two 
Jorge Lavelti productions - Edwara 
Bond's Malson cfarr&t (July 15-23) 
and Steve Berkoffs Kvetch (July 
27-Aug 2). Other attractions indixte 
stagings of Bulgakov’s Adam and 


■ BAYREUTH 

Interest at this year's festival, 
opening on July 25, focuses on a 

string of debuts. East German 

dramatist Hein or M Oiler tackles hts 
first opera production, Tristan und 

Isolde, designed by another 

Bayreuth debutant, Erich Wonder. 
After a decade as Bayreuth's 
reigning Kundry, WattraudMaer 
attempts the soprano heights of 
Isold* while Siegfried Jerwaiem 
tackles his first Tristan. InPasHaL 
the new Kundry is Deborah Polaski, 
while Poui aming and Linda Flnnie 
join the cast of Lohengnn. Donald 
Runnlcles returns to conduct 


■ BRUGES 

This year’s early music festival, part 
of the Flanders Festival, opens on 
July 24. Highlights include a 
performance of Carissjmi's oratorio 
Jeptffe by the Consort of Musteke 
conducted by Anthony Rooiey, 
Spanish medieval music played by 
Hesperion XX conducted by Jordi 
Savali and a song recital by Emma 
Kirfcby. Ends Aug 8 (050-448686) 


COLMAR 


The castle grounds of La Roque 
d’Anth&xm, equidistant from 
Avignon and Marseilles, are the 
peaceful setting for a piano festival 
which has been gathering 
international renown since it was 
founded eight years ago. In the 
opening concert on July 31, Brigitte 
Engerer is soloist with the 
Novosibirsk Philharmonic Orchestra 
from Siberia. 

There are 33 concerts in all, with 
programmes celebrating 
anniversaries of Grieg, Tchaikovsky 
and Rakhmaninov, a cycle of 
Schubert sonatas on modem 
concert grand and fortepiano, a 
Debussy series using period 
instruments and Introductions to 
Medtner and Corigliano. The fine-up 
of artists includes Christian 
Zacharias, Nikolai Demldenko, Maria 
Joao Fires and Stephen Hough. 
Ehds Aug 22 (4250 5115) 


The Jazz Festival has moved from 
the foreshore of Lake Geneva and 
the crumbling confines of the town's 
Casino to the shiny new Stravinsky 
Auditorium. 

Tonight's concert Is given by 
Chick Corea, Herbie Hancock and 
George Duke's Instant Band. Fri: 

Lite Lemper and Paolo Conia Sat 
soul and night with A1 Green, 
Chaka Khan, Ramsey Lewis. Mon: 
Stanley Clarice takes part in world 
premiere of new work by George 
Duke. July 15: Blues Summit with 
BB King and Etta James. 

Fringe sessions at the New O's 
Club look good, with Ray Brown 
Trio and Ehrin Jones Jazz Machine 
on Fri, and John Scofield Quartet 
next Tues. Ends July 17 (021-963 
8282). Montreux's classical music 
festival runs from Aug 20 to Sep 
24 (021-963 5450) 


The Ruhr Piano Festival features 
40 (ntemattonalfy-renowneci 
musicians playing In nine German 
cities, including Bochum, 
Gelsenkirchen, Duisburg, Hamm 
and Herten. There is no programme 
theme, but several concerts include 
an Introductory talk by German 
author and critic Joachim Kaiser. 
Pianists featured over the coming 
month indude Oleg Malsenberg, 
Nelson Freire, Dmitri Alexeev and 
Melvyn Tan. Ends Aug 14 (Rhein 
Ruhr Ticket 0201-268081} 


Monday: Performing arts 
guide city by city. 
Tuesday: Performing arts 
guide city by city. 
Wednesday: Festivals 

Guide. 

Thursday: Festivals Guide. 
Friday: Exhibitions Guide. 


European Cable and 
Satellite Business TV 


(All times are Central Euro- 
pean Trme) 


■ SCHLESWIG 
HOLSTEIN 


The south-east comer of France 
seems an unfikaiy place for Russian 
musicians to congregate each 
summer, but thanks to violinist 
Vladimir Spivakov this Alsatian town 
now has a respectable annual music 
festival. 

The Moscow Virtuosi, directed 
by Spivakov and Yehudi Menuhin, 
gives concerts tonight, tomorrow, 
Fri, next Mon and Wed. with ado 
oxrtributiorts from Pierre ArooyaL 


■ MONTPELLIER 

Radio France's annual festival, 
opening next Tues, continues to 
promote off-the-beaten-track operas 
in concert format 
This year’s line-up includes 
MortacchPs Barber of Seville, 
Wagner's Riena', Zemlfrisfcy’s 
Birthday of the Infanta, Puccini's 
Le Villi and - best of all - Royer's 
grand, unjustly neglected Sigurd, 


■ NICE 

This year’s JVC Grande Parade du 
jazz (July 13-24) has an exciting 
parade of big names. Lionel 
Hampton, Pat Metheny, Joe 
Henderson, Illinois Jacquet and 
George Benson feature among 
crossover types such as Manhattan 
Transfer, Wynton Marsalis and Manu 
Dibango (9371 8960) 


■ ORANGE 

This year’s operas are La travtata 
(July 17 and 20) with Kathleen 
Cassello, Roberto Alagna and Paolo 
.Coni, and OteMo (Aug 7) with 


Like a musical mosaic, the festival 
spreads out from Hamburg, LObeck 
and Kiel to some of the most 
attractive towns in northern 

Germany. 

There is a strong Polish influence 
this year, with three Polish 
orchestras touring the region and 
performances of Szymanowski, 
Penderecki. 

This week's visitors indude 
Orchestra de Paris conducted by 
Semyon Bychkov In Kiel and 
Uubeck, The Tallis Scholars in 
Rendsburg and Bad Segeberg, Peter 
Donohoe in Itzehoe and Wasted and, 
and Matt Haimovrtz in Husum and 
Rein beck. The fine-up of recitalists 
in coming weeks includes Jessye 
Norman, Anne Sophie Mutter, Shura 
Cherkassky, James Galway and 
Margaret Price. 

Ends Aug 22 (043) -567080) 


MONDAY TO THURSDAY 
Super Channel: European 
Business Today 0730; 2230 
Monday Super Channel: 
West of Moscow 1230. 
Super Channel: Financial 
Times Reports 0630 
Wednesday Super Chan- 
nel: Financial Times 
Reports 2130 

Thursday Sky News: 
Financial Times Reports 
2030; 0130 

Friday Super Channel: 
European Business Today 
0730; 2230 

Sky News: Financial Times 
Reports 0530 

Saturday Super Channel: 
Financial Times Reports 
0930 

Sky News: West of 
Moscow 1130; 2230 
Sunday Super Channel: 
West of Moscow 1830 
Super Channel: Financial 
Times Reports 1900 
Sky News: West of 
Moscow 0230; 0530 
Sky News: Financial Times 
Reports 1330: 2030 
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Edward Mortimer 


" " Personally I 

have always 
jP*‘* ,c=, V* felt attracted to 
the Balkans - 
r ® ! C-Z'O'f influenced, per- 
* , .3 haps, by memo- 

/ ries of the 

■ exotic Balkan 

■ . ^ M Sobranie ciga- 

rettes my 
mother used to smoke. But 
“Balkanisation" has long been 
a bogey word for west Euro- 
peans. It is what happens when 
large empires fragment into 
small and squabbling mini- 
states: impotence, frustration, 
bloodshed - and all in a con- 
text of complexity with which 
world statesmen, not to men- 
tion their electorates, soon lose 
patience. 

Until two or three years ago 
it was a rather dated bogey 
word, referring mainly to 
things that happened in 1914 or 
earlier. Now, alas, it is all too 
topical The break-up of Yugo- 
slavia has been a classic case 
of Balkanisation right there in 
the Balkans. The nest of the 
Balkan peninsula - generally 
understood to Include Albania, 
Bulgaria, Greece, Romania and 
the European part of Turkey - 
has came to be seen mainly as 
the wider theatre in which the 
Yugoslav tragedy is being 
played, and which might go up 
in flames if the Are on stage is 
not quickly put out, or at least 
contained. 

Needless to say, this state of 
affairs is not good for the 
region, even those parts of it 
that have so far been spared 
direct involvement. Their trade 
is distorted by sanctions and 
by the disruption of transit 
routes, notably the Danube. 
Insecurity discourages foreign 
investment. And political lead- 
ers, too. tend to discriminate 
against the region. They give 
priority to central Europe - 
which is closer and seems 
more hopeful - or to Russia, 
because of its manifest strate- 
gic importance and vast natu- 
ral resources. With, a mixture 
of guilt and exasperation, they 
regard the Balkans as an area 
where they must struggle to 
contain the war, but there is 
nothing else to be done. 

What western Europe most 
fears about the Balkans is that 
it might itself be contaminated 
and Balkanised. That is what 
happened, according to most 
west European diagnoses, in 
1914; and tf there is one thing 
the EC still feels entitled to 
congratulate itself on, in a Bal- 
kan context, it is that it has 
preserved its unity in the 
Yugoslav conflict, albeit a 


Bogey 
word 
for EC 

Europe's 
magnetic pull 
often promotes 
Balkanisation 


unity of near-paralysis, in spite 
of deep disagreements among 
its members. 

You can well imagine, there- 
fore. that a meeting last week- 
end in Corfu on "the European 
Community ?nri the Balkans”, 
co-sponsored by the Commis- 
sion with two semi-official 
Greek think-tanks, and 
attended by people from all the 
Balkan states, old and new, 
was not an entirely smooth or 
joyous affair. The people from 
Brussels tried not to sound 
patronising, but almost always 
foiled. The people from the Bal- 
kans avoided, to a surprising 
extent, rehearsing their local 
quarrels, instead they joined in 
a united litany of complaint. 

The EC's pull 
tends to provoke 
the disintegration 
of other federal 
structures 

accusing western Europe of 
everything- from impeding capi- 
talist development in the Bal- 
kans in the 19th century to dis- 
criminating against them in 
the kind of agreements it is 
prepared to negotiate in the 
late 20th. 

Commissioner Joao de Deus 
Pinheiro, who as Portuguese 
foreign minister presided over 
the EC's abortive effort to pre- 
vent the war in Bosnia last 
year, was obliged to make an 
almost ritual act of contrition 
for that failure, while pleading 
that, if it were to do better in 
future, the EC must have "a 
credible back-up capacity” - ie, 
a military one, provided by the 
Western European Union, or 
foiling that by Nato. 

“Who is to blame?" asked 
Nikolai Todorov from Sofia, 
voicing the almost unanimous 
anger of the region. “Who 


should take the burden of 
responsibility for what is going 
on in the Balkans today? What 
are we up against - ‘Balkanisa- 
tion’ or ‘Europeanisation'?'' 

Europeanisation of the Bal- 
kans? It sounds the opposite of 
what is happening, but I think 
I see what Mr Todorov means, 
or might mean. The EC con- 
gratulates itself on its powers 
of integration internally, and 
the "magnetic attraction" it 
exercises on those around it 
What has not been sufficiently 
noted is that this powerful 
magnetic pull tends to provoke 
the disintegration of other fed- 
eral or co-operative structures 
in the neighbourhood. 

The EC may preach local and 
regional co-operation, but the 
audience is not interested. 
What the audience sees is a 
rich and powerful club, mem- 
bership of which eclipses the 
value of any local association. 
Every nation or potential 
nation, if not every individual, 
starts to think how it could get 
in and how, above all, it must 
not be held back by association 
with less wholesome or less 
fortunate neighbours. 

This is not a purely Balkan 
phenomenon. Czechs have dis- 
sociated themselves from Slov- 
aks, and are not happy even 
about being bracketed with 
Hungarians and Poles. The lat- 
ter in turn insist that they are 
central Europeans, who must 
not be lumped together with 
others further east or south. 
Balts are determined to be In a 
different category from Ukrain- 
ians, and Ukrainians from Rus- 
sians. But “Balkan” is also a 
category no one wants to 
belong to, as a Slovene speaker 
in Corfu made tactlessly clear. 
"Slovenia,” he said, “will not 
take part In anything that 
pulls our country back, or puts 
it into a marginal group.” 

One cannot blame the EC for 
something that is the Inevita- 
ble consequence of its success. 
But it could have done more to 
counteract it. Rather than deal 
with each country separately, 
on a “hub and spoke” basis, it 
should have done what the US 
did in 1947 when “Balkan” ten- 
dencies in western Europe 
were rampant. Get together, 
George Marshall told the Euro- 
peans: work out a joint pro- 
gramme. and we will help you. 
“Any government which man- 
oeuvres to block the recovery 
of other countries cannot 
expect help from us.” That is 
the tone the EC should have 
taken in its dealings with the 
Balkans, and with eastern 
Europe as a whole. 


M r George Astbury, 
training and 
development 
manager at Brit- 
ish Gas Northern, has strong 
views on the career guidance 
offered young people. He 
thinks mu ch of it is poor and 
anti-industry. 

“Most of the officers from 
the Careers Service seem to 
have little understanding of 
our industry, or industry in 
general,” he says. "I think they 
believe working for British Gas 
involves donning a pair of 
overalls and walking around 
with a spanner. But we have a 
huge range of jobs on offer.” 

Mr Astbury, like many fel- 
low employers in t he Confeder- 
ation of British Industry - 
I where he sits on the education 
I policy panel - has lobbied for 
reform of careers education 
, and guidance, currently pro- 
vided partly by schools and 
partly by the 6.000-strong 
Careers Service, The latter has 
an annuat budget of £135 eq and 
several client groups, including 
schoolchildren, i6-to-l9-year- 
olds on government training 
courses, and employers. 

The service will undergo a 
thorough overhaul over the 
next few years following legis- 
lation last week which stripped 
local education authorities of 
their statutory supervisory 
role. Responsibility for running 
career's guidance will shift to 
the department of employment,, 
which will introduce competi- 
tive tenders for a franchised 
service. Instead of 116 Careers 
Services ran solely by LEAs, 
the government wants various 
local organisations to provide a 
new patchwork of services for 
local communities. Funding 
will still come from central 
government though, the figure 
is not yet fixed. 

Interested observers, includ- 
ing the CBI and the Institute of 
Careers Guidance, which repre- 
sents careers officers, say the 
reform addresses some, but not 
all. of their concerns about the 
quality of advice. A particular 
worry is that guidance in 
school will not be improved by 
the changes because it is not 
part of the new national curric- 
ulum which concentrates on 
core academic subjects. They 
argue improvements in careers 
advice should span both 
schools and the Careers Ser- 
vice. 

What is clear, however, is 
that the service has moved 
from being a neglected Cinder- 
alla of local government to 
near the top of the political 
agenda as employers have 
grown more concerned about 
the skill levels of UK workers. 

Renewed interest in careers 
advice stems in significant part 
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Dear David: shall I 
stay on at school? 

Lisa Wood examines a shake-up in the careers 
guidance offered to young people in the UK 



Job hunter: How can he best be guided towards the skills that will make him more employable? 


from a CBI report, Towards a 
Skills Revolution, published in 
1989. It argued skill levels 
could be improved only if indi- 
viduals were motivated to 
make the fullest use of their 
talents. But the training and 
vocational system had never 
put individuals first - the 
needs of proriders had enjoyed 
higher priority. 

General recommendations on 
lifelong learning included spe- 
cific calls lor the introduction 
of a system of credits which 
would give individuals a pub- 
licly-funded right to post-16 
education or training. Critical 
to the success of this scheme 
was high-quality careers guid- 
ance so that young people 
received help in deciding 
whether to stay at school or 
take up a job with training. 

The influence of the CBTs 
ideas was evident in the gov- 
ernment's 1991 white paper. 
Education and Training for the 
21st Century, which outlined 
its plans for all 16 to 19-year- 
olds. By 1996. the paper 
announced, a watered-down 
version of the CBI proposals. 
Tr aining credits for those leav- 
ing full-time education would 
be introduced. 

The white paper contained 
proposals for raising the over- 
all quality of the Careers Ser- 


vice, drawing it closer to 
employers and forging new 
links with employer-led Train- 
ing and Enterprise Councils. 
Tecs were set up to administer 
the government's publicly 
funded training programmes 
and increase employers' com- 
mitment to training. 

I n tandem, the government 
also conducted an internal 
review of the Careers Ser- 
vice though.no report was 
published. Careers officers who 
saw the finding s say the gov- 
ernment foiled to make a case 
for reforming the service. "It is 
difficult to judge whether the 
government was concerned to 
strip the powers of LEAs or 
mak e a genuine privatisation,” 
said one. 

The then-employment secre- 
tary. Mr Michael Howard, 
wrote to interested parties ask- 
ing for comments on options 
for the service, saying: "The 
introduction of market disci- 
plines is needed to sharpen 
management practice, which in 
some areas is below an accept- 
able standard.” 

The result has been a wide- 
ranging reform, under which 
the employment secretary, now 
Mr David Hunt, will choose 
how careers services should be 
provided at the local level For 


instance, he could decide to 
include local education author- 
ity Careers Services working in 
partnership with other organi- 
sations, such as Tecs, or he 
could exclude the m entirely. 

There are no prescribed mod- 
els, although it is understood 
tha t the government will look 
favourably at partnership 
arrangements that demon- 
strate broad community sup- 
port, particularly from employ- 
ers. Services to the core client 
groups will still be free but 
there could be a charge for 
“bolt-on” services, such as 
adult counselling. 

Tecs, responsible for provid- 
ing Youth Training places for 
young people, and which also 
do pioneering work on adult 
guidance, are understood to be 
lobbying hard for such partner- 
ships. Many have already built 
voluntary partnerships, with 
varying degrees of success, 
with their local LEAs. 

The CBI, however, objects to 
Tecs being involved in fran- 
chise bids. Mr Howard Davies, 
director-general of the CBI, 
argues that they should not be 
directly involved in providing 
careers’ guidance: rather, they 
should be strategic overseers of 
the setting up of local markets 
for advice. 

This controversial sugges- 


tion has drawn criticism from 
several careers officers, who 
would prefer to see the Tecs 
involved directly in ti» new 
services. H tt there fo a food 
market, who would advise e* 
individual on which provider 
of advice to go to?” adss Mr 
Allister McGowan, bead of the 
Careers Service in Hert&tf- 
sbire- - •• 

Apart from specific wearies 
about how the reforms will be 
implemented, many careers 
officers are concerned about 
the threat to jobs. In Greater 
London, for example there is. 
scope for a ratio n al isatio n of 
the 32 borough-ledcareett ser- 
vices, - ----V 

Mr McGowan said-th»e. J was 
both uncertainty ‘ among 
careers' officers about fotrife 
employment prospects arid 
concern over the quality of 
new providers. However* the 
changes might enable the-. 
Careers Service to move more 
effectively into new markets, 
particularly guidance to all age 
groups, he said. 

Local business people.; -he 
added, had a role to play - his 
LEA is setting up a voluntary 
p a rtnershi p with Hertfordshire 
Tec. If Hertfordshire is chosen 
as one of 14 pilot schemes, 
from April next year, he said 
the arrangement would proba- 
bly be put on a more formal 
footing and a joint bid made 
for the local franchise. 

“We need to explore how-we 
actually get employers 
involved in the delivery of edu- 
cation and training,” he said. ' 
“Teaching young people about 
work is more than an employer 
offering to give a talk on spot- . 
welding. It has to be deeper 
and more sustained than that.” 

A sustained commitment to 
careers' guidance might help 
young people make better and . 
more Informed decisions about 
their working lives. A recent 
Audit Commission report with 
the Office for Standards.. in 
Education found that more 
than a third of 16 to 19-year- 
olds in full-time further educa- 
tion did not complete their 
studies or attain the intended 
qualifications. The government 
hopes its reforms will put an 
end to such discrepancies. If a 
period of administrative chaos 
is necessary to enable young 
people to decide on which 
skills they need to acquire, 
then the disruption will be 
worth it 

Mr Davies, of the CBL said: 
"We need higher skill levels in 
thfo country, and an pnhancpd 
system of careers advice and 
guidance is central both to ach- 
ieving that objective and to 
ensuring that those skills 
match up with appropriate 
labour market opportunities.” 
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UK’s ‘rare breed’ hit by computer tariffs 


From Ms Eileen Chao. 

Sir, I would like to echo the 
cry for scrapping tariffs in the 
computer sector made by Mr 
G S Shingles, chairman of Digi- 
tal Equipment (Letters, July 5). 

We have just finished exhib- 
iting in a leading UK computer 
show. We were astonished at 
the responses we received 
when it was mentioned that we 
were a UK company that 


designs and manufactures all 
its products in the UK Reac- 
tions ranged from raised eye- 
brows and looks of incredulity, 
to comments like "good luck to 
you” and “good grief”. 

It is sad that UK manufactur- 
ers in the computer industry 
are such a rare species, and the 
high level of tariffs this gov- 
ernment has Imposed is a 
major contributing factor. 


Mr Shingles has focused on 
the UK computer Industry's 
ability to compete in the world 
computer market, but there is 
an even more urgent reason at 
home for abolishing high tar- 
iffs in the computer sector. In 
the UK. local manufacturers 
are facing competition from US 
and Par Eastern manufactur- 
ers, which pay import duties of 
less than half those we pay on 


Imported computer parts that 
cannot be sourced in the UK 
Unless this is changed, it is so 
wonder that people should 
marvel at the purpose/logic 
behind a UK manufacturer. 
Eileen Chao, 
company secretary, 

Orey Cell Systems, 

Fulton Souse, 

Fulton Hoad, 

Wembley, Middx HAS 0TF 
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Lessons not to be ignored 
on corporate venturing 


Ashworth’s research centres and 
academic chairs will help LSE 


From Prof Dale Littler. 

Sir, Christopher Lorenz 
(Management, July 2) high- 
lights the renewed interest in 
corporate venturing. This is 
supported by the significant 
number of companies which, 
because of our research during 
the 1980s into new business 
development, have been 
approaching us. 

It is important that many of 
the lessons learned from those 
earlier, often unsuccessful, 
attempts are not neglected. 

The research pointed to a 
number of issues which need 
to be addressed. In particular, 
ft appears important to adopt 
evaluation, planning and con- 
trol approaches more appropri- 
ate to the special features of 
innovative, than of mature, 


mainstream businesses. Care- 
ful attention to marketing 
must be ensured from the initi- 
ation of any new venture as 
against assuming a technology 
or product-based stance. There 
must also be clear responsibil- 
ity at a senior level for ventur- 
ing activities, which should be 
considered as an integral com- 
ponent of the strategic develop- 
ment of the company. And ven- 
turing activities must work 
effectively with the major func- 
tions while at the same time 
being insulated from the opera- 
tional requirements of the 
firm. 

Dale Littler, 

Manchester School of 
Management, 

UMIST. 

Manchester M60 1QD 


From Lord Desai, 

Sir, The news of John Ash- 
worth's setbacks (Observer, 
“Under review”, June 25) needs 
to be put in perspective. While 
he may have lost County Hail 
and his plan for top-up fees, he 
has already chalked up a num- 
ber of successes. 

One of these Is the Centre for 
the Study of Global Gover- 
nance. which is funded by the 
World Humanity Action Trust, 
As its director, I can vouch for 
the fact that it was John Ash- 
worth's network as a natural 
scientist which secured us the 
money. The same is true of the 
Principe d'Asturias chair in 
Spanish Studies established 
with a donation of £500,000. 

The Observer item appeared 
in the middle of a three-day 
conference on Evolution and 


the Human Sciences. Not only 
had John Ashworth, as a - 
microbiologist, been instru- ' o 
mental in setting up this dia- -r 
logue between natural scien- . 
tists, social scientists and 
philosophers, but he helped its 
host, the London School of 
Economics philosophy depart- 
ment, secure from an anony- ' 
mous donor a 25-year, rent-free 
lease on a building in the vicin- 
ity of the LSE. This will house 
fife proposed All London Cen- 
tre for Ihe History and Philoso- 
phy of Science. 

Eventually research centres 
and academic chairs wfll help . 
the LSE, whatever happens to 
County HalL 
Meghnad Desai, 

Centre for the Study 

of Global Governance, 

Houghton Street, London WC2 


Competitive companies are the key to removing unemployment 


From Mr John Horam MP. 

Sir, As Samuel Brittan says 
(Economic Viewpoint, July 1) 
in commencing on the prime 
minister's remarks in Copen- 
hagen and my own pamphlet. 
Making Britain Competitive* 
the units that compete in 
world trade are companies, not 
nations. Quite so. 

Nevertheless, as, among oth- 
ers, Michael Porter, in his book 
The Competitive Advantage of 
Nations, points out; “The 
national economic environ- 
ment does have a central role 
in determining the success of 
companies.” Compare, for 
example, the performance of 
major car companies in Japan, 
the US. Germany and the UK 

One of the most important 
points in my pamphlet was 
that the countries where the 
highest growth has been 
achieved postwar have been 
those such as Japan and South 
Korea, which have both a mar- 


ket economy and a government 
that gives top priority to 
improving the competitive 
environment 

The market-led reforms of 
the 1980s brought about a huge 
improvement to Britain, but 
the government policymaking 
process still needs a lot of 
attention. In particular it needs 
better annihilation, economic 
policies better designed to help 
business and a more skilful 
approach in areas where the 
government itself is responsi- 
ble. 

For example, since good pol- 
icy starts with proper informa- 
tion and analysis, I suggest 
that a government-wide com- 
petitiveness unit should be 
established. This should report 
to a cabinet committee on com- , 
petitiveness, chaired by the 
prime minister and fochiriing 
the president of the board of 
trade, the chancellor of the 
exchequer, the chief secretary 


and the secretary of state for 
education, who would also be 
responsible for training. All 
economic decisions such as the 
shape of the budget should be 
looked at by this committee. 
This would give a competitive- 
ness strategy proper priority 
and improve co-ordination. 

Interestingly enough, it was 
also reported in your July l 
issue (“Treasury boosts help 
far business") that the Trea- 
sury is to set np a new unit to 
explore ways that it can 
improve industrial competi- 
tiveness. This shows the think- 
ing is moving in the right 
direction, though it also 
betrays the feet that the gov- 
ernment is still too departmen- 
talised. The Department of 
Trade and Industry already 
has a competitiveness unit, so 
here we have another set up by 
the Treasury. I advocate one 
for the government as a whole. 

Samuel Brittan admits that, 


if relevant competitiveness, is 
not the explanation for the dif- 
fering economic performance 
of nations, there has to be 
some other. He advocates 
changes in the labour market 
and pay and he concludes: “If 
there Is to be a return to full 
employment, much more effort 
will have to be made by 
employers to find pay rates at 
which jobs can be offered.” 

I disagree. Pay is only part at ■ 
the equation. I thin if we will 
not return to full employment 
until we have more of-the com- 
petitive companies that have 
developed in the UK in the last 
12 years. Japan has more and 
it has low unemployment * 
National economic policy “ 
should be directed towards 
Improving the competitive 

environment 

John Horam, 

House of Commons, 

Westminster, 

London SWl 
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Health and 
development 


2? ^JHLD Development Report 
from tiie World Bank is a timely 
reminder that at the root of the 
world healthcare problem lies a 
remaitable success: the increase 
m the life expectancy of all of the 
world s citizens. Precisely how 
loi^, and how healthy, their lives 
will be is still excessively deter- 
mined by place of birth. But the 
rules for serving their rising 
health needs as well as possible 
are the same the world over. 

In 1950. a child bom in the 
developing world had a life expec- 
tancy of 40 years. Today it is 63 
years. The chance of that Him 
dying before the age of 5 is now l 
in 10, nearly three times lower 
than in 1350. The World Bank's 
report, “Investing in Health", pays 
due tribute to such achievements, 
the result of gains in income and 
education as well as concerted 
public health programmes. 

Not that there is room for com- 
placency. As the report notes, 
infant mortality is still 10 h™** 
higher in the developing world 
than in the established market 
economies because easily prevent- 
able health problems persist. 
Some 43 per cent of the burden of 
disease in Sub-Saharan Africa is 
due to complaints such as mea- 
sles, which are cheaply prevented 
or cured. Hie report argues that 
governments could make progress 
even on existing budgets, by tar- 
geting funds more effectively. 

Broad scope 

The Bank’s recommendations 
see a broad scope for the develop- 
ing world to learn from the devel- 
oped. Strategies which richer 
countries have found only belat- 
edly in the face of rising health 
costs could be adopted now in 
many low and middle income 
countries. These would produce 
immediate g ains in terms of 
h uman Me as well as ensuring 
that future economic development 
has the marhnwTn possible effect 
on health and living standards. 

Governments must target what 
they spend towards those services 
which offer the biggest return. 
The difficult calculation about the 
balance of spending between 
highly specialised treatment and 
simpler procedures of wider value 
applies in both rich and poor 
countries. In the developing world, 
many still die for lack of 
access to dean water. 


At the same time, the report 
encourages developing countries 
to promote diversity and competi- 
tion in.the funding and delivery of 
health services. The breadth of the 
Bank’s experience enables it to 
show where lessons learnt in high 
income countries - about the dan- 
gers of fee-for-service insurance 
systems, for example, or scope for 
localised decision-making - ran 
valuably be applied in poorer 
regions. 

Donors’ role 

Growth in understanding of 
these points is at least as impor- 
tant as overall spending levels. 
The report notes that the share of 
overseas aid devoted to health fell 
from 7 to 6 per cent during the 
1980s and argues that this cut 
should be restored. The Rank also 
points to a World Health Organi- 
sation estimate that less than half 
of all medical equipment in devel- 
oping countries is usable. Donors 
clearly have a part to play in 
ensuring that money is wisely 
spent 

The report also focuses upon 
two controversial areas: Aids and 
tobacco-related diseases. On cur- 
rent trends, each will be killing 
around 2m people a year in devel- 
oping countries within 10 years. 
There is little support in this 
report for a fashionable western 
view that too much money is 
being spent on research into com- 
batting Aids, although in the 
developing world, the key message 
is that preventive measures are as 
potentially effective as they are 
inadequately available. Diseases 
caused by tobacco also call for 
determined preventive pro- 
grammes, although here the devel- 
oped world's stance is compro- 
mised by the commercial interests 
of its cigarette manufacturers. 

The core message of the Bank’s 
report is that investment in health 
and in growth are two sides of the 
same coin. There is a “mutually 
reinforcing cycle" from improved 
health standards to higher produc- 
tivity and stronger economic 
growth. The world’s richest coun- 
tries. as represented today at the 
G7 s ummit in Tokyo, have a role 
to play at each stage of the cycle, 
through nurturing information 
flows, aid programmes and. most 
important of all, the further devel- 
opment of a liberal system of 
international trade. 


Crime, justice 
and efficiency 


THE WISDOM of the 352 
recommendations in yesterday’s 
report from the Royal Co mmissio n 
os Criminal Justice should be 
assessed by the extent to which 
they will reduce the miscarriages 
of justice that have discredited 
Britain’s criminal justice system. 
Although the scope of the inquiry 
has rightly been broadened to 
address other aspects of public 
Tmftq pp, it was launched following 
the . overturned convictions of the 
Maguire Seven, the Guildford 
Four and the Birmingham Six. 
Restoring confidence in the crimi- 
nal Justice system is vital not only 
in the battle against crime in the 
UK, but also in convincing other 
countries that they can co-operate 
with the British authorities in 
pursuing criminals. 

Thus the recommendation that 
an independent tribunal be set up 
to review alleged miscarriages of 
justice is welcome. So, too, is the 
loosening of the restrictions on 
what may be considered by the 
Appeal Coart in reviewing a case. 
These proposals should ensure 
that discredited convictions can in 
future be overturned more speed- 
ily than the 16 years taken with 
the Birmingham Six. 

However, dealing with alleged 
miscarriages should be the final 
step in ensuring that justice is 
done. More important are mea- 
sures to reduce- the chances of 
mistakes in the first place. That 
m«mc over hauling the process by 
which crimes ere Investigated and 
convictions obtained. At present, 
the police are under pressure to 
dear up crimes by finding a cul- 
prit and extracting a confession, 
sometimes with inadequate cor- 
roborative evidence. The string of 
miscarriages has made juris} sus- 
picions of the police mid reluctant 
to convict on such evidence. 

Interrogation techniques 

Rectifying this means shifting 
tile emphasis from securing a con- 
viction. however unsatisfactory. 
Some of the commission's recom- 
mendations will assist in this. For 
example, opening up forensic evi- 
dence to the defence should 
encourage more objective exami- 
nation of this specialist material, 
which is often crucial to a case. 
Better training for the police in 
interrogation techniques would 
reduce the number of confessions 
that later turn out to be ground- 
less. A more rigorous approach to 


identification of suspects will 
ensure that the defence learns 
about witnesses who have failed 
to identify the accused. 

However, other recommenda- 
tions made by the commission are 
less convincing and could further 
reduce public confidence in the 
system. In particular, the removal 
of the right to a jury trial seems 
ill-judged when there is so much 
concern about the criminal justice 
process. The rationale for the 
recommendation is that defen- 
dants who opt for trial by jury 
often end up pleading guilty and 
receiving the same sentence that 
would have been imposed by the 
magistrates’ court In some cases, 
their motive is to delay the day of 
reckoning, in others, the mistaken 
belief that they are more likely to 
be acquitted. But such behaviour 
can be deterred by offering lighter 
sentences for early guilty pleas - 
a form of plea bargaining that the. 
commission sensibly advocates. 

Adversarial approach 

Similarly, requiring the defence 
to disclose its case before trial is 
an odd recommendation for a jus- 
tice system which is based on the 
adversar i al approach. Under such 
a system, it is the duty of the 
prosecution to prove the guilt of 
the accused and of the defence to 
throw doubt upon the prosecu- 
tion’s case. One option considered 
was a switch to the inquisatorial 
approach used in countries such 
as France, where judges supervise 
the prosecution case and the 
defence’s duty is to co-operate in 
establishing the truth. Since the 
commis sion rejected switching to 
an inquisatorial system, requiring 
the defence to disclose its case 
appears to be seeking the best of 
both systems - potentially at the 
expense of the accused. 

Indeed, many of the commis- 
sion’s recommendations seem 
more concerned with improving 
the likelihood of securing convic- 
tions than with restoring public 
confidence. It is certainly the case 
that locking up genuine c rimina ls 
is as important as not lo ckin g up 
those who have been wrongly 
accused. However, it is dear that 
mistrust of the police and the 
courts is important in reducing 
the effectiveness of the system. By 
becoming more concerned wltn 
Sncy than justice, the com- 
mission may have missed an 
opportunity to improve both. 
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German unions are trying to build a consensus while 
protecting their national rights, says David Goodhart 

A shifting market 
to test their metal 



G ermany’s IG Metall, 
the world’s most pow- 
erful trade union, is an 
unsentimental organi- 
sation. Six weeks ago, 
its charismatic leader. Mr Franz 
Steinkflhler, was brought down by 
charges of insider trading. At a 
n a tional conference on the future of 
pay bargaining one month later in 
Frankfurt his name was not men- 
tioned once. 

But the conference did more than 
emphasise that it is business as 
usual for Germany’s 3.3m-strong 
engineering union. It also signalled 
that Germany’s industrial relations 
system, battered by the deepest eco- 
nomic crisis since the war, is grop- 
ing back towards the rational and 
consensual habits for which it was 
once admired. 

The message to his members from 
54-year-old Mr Klaus Zwickel, the 
new president of IG Metall, is clear 
“For the next Few years the room 
for manoeuvre on wages is going to 
be very limited.” Union influence, 
he says, should be diverted into 
e xtendin g worker participation and 
influenc ing job structures. “Above 
all the new priority for our mem- 
bers is securing jobs,” he adds. 

But here, too, Mr Zwickel is 
coldly realistic. He is armed with 
the hard facts about industry’s 
plans for Lay-offs and restructuring 
from union members who sit on the 
boards of Germany’s biggest compa- 
nies. Mr Zwickel accepts that Ger- 
man industry feces “deep structural 
problems” and that manufacturing 
employment will fell "sharply". 

This is not just conciliatory rheto- 
ric after a period of unusually direct 
industrial confrontation. As Ger- 
man manufacturing sheds thou- 
sands of jobs every week, pushing 
unemployment to 3.27m last month, 
the union is not protesting or 
threatening strikes, as its UK coun- 
terparts did with little success in 
the early 1980s. Confronted by ris- 
ing dole queues, the unions have 
moderated their pay claims. April's 
engineering industry pay rise of 3 
per cent will probably mean a small 
fell in real incomes for most IG Met- 
all members this year. 

For Mr Zwickel and the German 
unions, it is a time for consolidation 
and even for tactical retreat, exem- 
plified by recent IG Metall decisions 
to allow weekend working at one 
plant and a cur tailment of benefits 
at a few others. 

Vet the unions are operating from 
a position of relative strength. In 
the 1980s, while organised labour 
was in retreat throughout the 
industrialised world, union mem- 
bership levels in Germany held firm 
at about 35 per cent German work- 
ers also moved to the top of the 
world's hourly pay league and, 
thanks to IG Metall's successful 
camp ai g n for the 35-hour week, now 
work the fewest hours per year of 


all industrialised nations. 

The success story was crowned at 
the beginning of the 1990s by the 
wholesale transportation to east 
Germany of the west German indus- 
trial relations model: national bar- 
gaining and strong, industry -based 
unions combined with legally- 
backed works co uncils (with wide 
veto powers over management deci- 
sions) and workers on the board at 
company level. 

Such was the hold of the consen- 
sus model and the commitment to 
unification that German employers 
agreed in 1991 to equalise wages 
between east and west by 1994. 

Two years later the whole deal 
threatened to fell apart The engi- 
neering industry employers tried 
unilaterally to revoke the wage 
deal. IG Metall, led by the physi- 
cally imposing figure of Mr Zwickel, 
denounced the move as an attempt 
by the employers to use east Ger- 
many to try to break the entire 
national bargaining system and 
ultimately to bring down wage costs 
in the west On May 3, he called bis 
members out on strike. 

“It was the first time in postwar 
German history that the employers 
had torn up an agreement.” Mr 
Zwickel says, his booming voice 
shaking with emotion at the mem- 
ory. He maintains that both sides 
knew the real issue was not how 
quickly wages should be equalised 
but the sanctity of national agree- 
ments covering wages and condi- 
tions - what Mr Zwickel calls “the 
living nerve of the German unions'*. 

Union officials admit privately 
that equalisation of wages creates 
problems in an area like east Ger- 
many where there are huge differ- 
ences in productivity between old 
and new plants. Some east German 
plants have productivity as low as 
30 per cent of the west German 
average while, for example, General 
Motors’ Eisenach plant has 150 per 
cent of western productivity. 

When the IG Metall strike ended 
three weeks later, the union agreed 
to a delay until 1396 in the wage 
equalisation goal. Crucially, it also 
accepted “hardship clauses", allow- 
ing loss-making companies to opt 
out of the deal if the nninn agreed. 

Preserving the overall agreement 
in Germany, even with a two-year 


delay, was a timely triumph for Mr 
Zwickel, a “metalworkers metal- 
worker”. He organised the strike 
with real unemployment close to 50 
per cent in east Germany. Most 
members in the east were more con- 
cerned with job security than seem- 
ingly arcane “western” arguments 
about national agreements. 

Mr Zwlckel’s direct and rather 
puritanical mannar appealed to the 
rank and file in the east in a way 
that Mr Steinkuhler's suave and 
haughty style did not. 

For the new, more aggressive gen- 
eration of German business leaders, 
Mr Zwickel will be just as formida- 
ble an opponent as his predecessor, 
especially as the union tries to push 
into new, white-collar areas to com- 
pensate for a shrinking bine-collar 


base. 

Many of those employers believe 
that the more conciliatory noises 
emerging recently from IG Metall’s 
glass box headquarters in Frankfort 
are too little, too late. Some employ- 
ers are already seeking more flexi- 
ble local deals outside the central 
bargaining system, althoug h most 
want to stay with the national 
agreement The unwritten rule that 
wages rise in line with prices, plus 
a share of productivity, has served 
many of them well. 

But many employers now argue 
there must be further decentralisa- 
tion and labour flexibility if Ger- 
many is to compete, pointing to the 
yawning difference in wage costs in 
Germany and elsewhere in Europe: 
hourly wages in Hungary (in 


D-Mark terms) are one-tenth the 
German level and in Estonia one- 
hundredth. Mr Zwickel retorts that 
the German system fosters high 
skill and adaptability and, that on 
unit labour costs - combining costs 
and productivity - Germany is still 
cheaper than Britain, France and 
Italy and only slightly dearer than 
the US and Japan, 

Even if Germany can remain com- 
petitive with western rivals, the 
attractions of low-wage eastern 
Europe mean that German compa- 
nies are already moving jobs and 
investments east Hie fear is, there- 
fore, that Germany is now seeing 
not just recession-related job losses, 
but also more permanent structural 
unemployment. 

Mr Zwickel dismisses the current 
demand by employers for a return 
to the 40-hour week, which he 
claims would Increase unemploy- 
ment by 8004)00. Employer pressure 
to hold down the wages of unskilled 
labour and to negotiate at the plant 
level with, more company-friendly 
works councils rather than the 
national union may be more diffi- 
cult to resist. 

W orks councils are 
usually dominated 
by union members, 
but have been 
ahead of the 
national union in backing flexible 
working time arrangements. 
Thanks to that flexibility, the union 
can now boast that, as the working 
week has been cut, the running 
time of machines has actually 
increased. Mr Zwickel says that 
many employers have foiled to 
exhaust the existing flexibility on 
working time. 

“We reject a debate which is 
focused only on labour costs 
because we believe that 70 to 80 per 
cent of our problems stem from 
encrusted management structures," 
says Mr Zwickel, who is keen to 
improve product quality with “intel- 
ligent” team-working. He is not 
always sweet reason. The 12 
requests by companies to imple- 
ment the “hardship" clauses and 
thus to escape the overall wage 
agreement in east Germany have 
been rejected by the union. Six of 
them have now been ruled as justi- 
fied by arbitrators - it is up to the 
union to decide if it accepts the 
ruling. 

IG Metall may have held the line 
so for on its national agreements, 
but pressures on the union will 
remain intense. The iminn is at the 
cutting edge of the restructuring 
challenge facing the whole of Ger- 
man industry. It is not only German 
industry and the employers that 
have to adapt, IG Metall has to 
learn to juggle its inclination 
towards consensus and its desire to 
preserve traditional collective bar- 
gaining rights. 


Solutions for a little local difficulty 



The town crier was 
in action in the 
city of York last 
month, celebrating 
the prospect of the 
return of the Rid- 
ings - Yorkshire's 
„ historic boundaries 

Personal - and of the oty 

VIEW once again having 
control over a 
greater part of its own affairs. It has 
been a similar story in Bristol and 
on Teesside, while in Lincolnshire 
there is probably quite quiet (natu- 
rally) satisfaction that there need 
be no change in the present local 
government arrangements. 

There is thus a serious risk that 
the review of the structure of local 
government In rural England will 
end up doing some popular things. 
But popularity Is not necessarily a 
recipe for sound public administra- 
tion. And the councillors whose 
fatures are threatened have been 
quick to criticise the Local Govern- 
ment Commission for England's 
proposals and to hire expensive lob- 
byists to convince local people to 
reject them. 

The commission has clear objec- 
tives: to correct any mistakes that 


were made in the last reorganisa- 
tion in 1974; to streamline the con- 
fusing and wasteful two-tier system 
of district and county councils - 
there is considerable overlap of 
functions and few people know who 
is responsible for what (or, indeed, 
who their local councillors are); 
and, most important, to equip local 
government to meet the challenges 
of the early decades of the next 
century. 

In the words of a recent FT lead- 
ing article (“Local counsel", June 
17), this will require a system of 
local government capable of strate- 
gic action, and which combines 
local delivery of services with genu- 
ine electoral accountability. 

In the British way of doing 
things, we are only looking at the 
structure and boundaries of local 
government in rural England, not 
the way the new authorities are to 
be managed, nor how they will be 
financed. But, despite the obvious 
dangers in such a fragmented 
approach, useful progress has been 
made - even If we have not been 
able to “reinvent local govern- 
ment", to borrow the fashionable 
transatlantic phrase. 

In less than a year, we have 


examined five different areas with a 
combined population greater than 
that of Scotland. The 75 councils 
now involved spend more than £6bn 
a year - some three timpg the cur- 
rent budget of the Department of 
Trade and Industry - and they 
employ some 200,000 people. 

In each area, we have sought to 
balance the sometimes conflicting 
requirements of community identity 

The commission’s 
recommendations are 
based on people’s 
stated feelings about 
where they belong 

and interests, convenient and effec- 
tive local services and costs. Our 
recommendations are based on peo- 
ple’s stated feelings about where 
they belong. And we have put a 
range of structural choices to 
local people, recognising that 
any new structure must be 
grounded in popular understanding 
and support 

If our recommendations find 
favour with local people, the gov- 


eminent and parliament there will 
be 24 new unitary local authorities 
replacing 66 county and district 
councils. There will have been a 
reduction in indirect costs com- 
pared with the present arrange- 
ments of some 10-12 per cent worth 
some £80m a year, or around £35 for 
every household. The average new 
authority will have a population of 
around 250.000, although some will 
be relatively small with populations 
of less than 100.000 and a few will 
be quite large - though still smaller 
than the county council areas they 
replace. 

We have been dangerously open 
about our method and approach. 
We think that a unitary structure is 
generally to be preferred to the 
existing two-tier system; but we rec- 
ommended no change where the 
system seems to work well. We 
have not invariably chosen the low- 
est cost structure; but we have not 
put forward recommendations that 
will add to the present cost of 
bureaucracy in the areas in ques- 
tion, since all the evidence suggests 
that this would be unacceptable to 
local people. 

And for from local democracy 
going out of the window, there will 


be an improvement in democratic 
oversight compared with the pres- 
ent county councils, an enhanced 
consultative role for local (town and 
parish) councils, and maximum pos- 
sible devolution of day-to-day man- 
agement to the community level. 

As we near the end of the first 
round of our work, several lessons 
are clear. People care much more 
deeply about their local government 
than is generally believed; we have 
been receiving as many as a thou- 
sand letters a day from a single 
review area. 

There are few obviously right 
answers; in many places, the argu- 
ments between the alternatives are 
finely balanced. This is a time of 
great potential opportunity for 
English local government. But it 
conld all too easily be lost in 
the morass of institutional politics 
- powerful vested interests are 
not going to go “quietly into 
the night". 

Sir John Banham 


The author is chairman. Local Gov- 
ernment Commission far England 


Sic transit 
gloria 

Hard to believe that but a month 
ago, Rolls-Royce reigned supreme 
on the streets of Tokyo when the 
newly-wed Crown Prince chose 
to parade his bride in a glorious 
open-topped model. 

No such treatment for Britain's 
prime minister yesterday, however. 
John Major was able to kiss 
goodbye to any pipodreams 
involving a Japanese-inspired 
renaissance of his country's motor 
trade when, touching down for the 
G7 summit, he was promptly 
shovelled into a splendid, er, 
Mercedes Benz. 

Why. exclaimed anguished UK 
expats, the Japanese government 
could at least have produced a 
Nissan, Toyota or Honda, all of 
which are now made in tee UK 
as well as Japan. As does much 
these days, it apparently all boils 
down to security. The German tank 
seemingly possessed the requisite 

heavy armour plating. 


Nice one, Willy 

■ John Garrett, the Labour MP 
for Norwich South, is probably the 
on ly management consultant sitting 
on the Labour benches. But he’s 
better known for banging on about . 
bow the only people who are doing 
weU in Britain’s civil service are 
white, male, public school, Oxbridge 


arts graduates. 

Indeed, his fixation with the 
subject is so well known that 
William Waldegrave, who doubles 
up as a fellow of All Souls and 
Citizens’ Charter minister, had no 
difficulty earning a cheap point 
at yesterday’s select committee 
hearing on the civil service. 

Cross-examined by Garrett about 
the percentage of top civil servants 
from Oxbridge. Waldegrave noted 
that the ratio of Garrett's fellow 
committee members who went to 
Oxbridge was for greater than in 
the case of permanent secretaries. 


Counter-attack 

■ Disturbing news from Norway. 
A 50-tonne sperm whale attacked 
a 30 foot whale “safari" boat off 
Norway’s west coast last weekend. 
A group of German, Swiss and 
Italian whale-watchers escaped 
unharmed but the boat was badly 
dented. Following tee failure of 
the International Whaling 
Committee to get Norway to scrap 
its minlce whale-killing policy, Is 
this tee first sign that local whales 
are taking industrial action? 


Wooing the Latins 

■ Tristan GarekJones may have 
made himself frightfully unpopular 
with the opponents of Maastricht, 
but he went down pretty well in 
Latin America where they were 
notably less sensitive about the 


Observer 



minis ter’s role in guiding the treaty 
through tbe house. 

So his departure from the foreign 
office in tee May cabinet reshuffle 
appeared to leave a gap in the 
British government, which is trying 
to cosy up to Latin America now 
the continent’s economic 
performance is looking up. 

Into the breach, however, steps 
chief secretary to the treasury 
Michael Portillo. Also a fluent 
Spanish speaker, Portillo is at this 
very moment on a trip to Mexico 
and Chile with a group of British 
businessmen in search of export 
and investment opportunities. 

At first blush, Portillo’s direct 
treasury style might look a trifle 


dull beside the flamboyant 
Garel-Jones and his trade-mark 
cape. But Portillo does have some 
things going for him. A taste for 
the good life - and a liking for the 
odd glass of champagne - never 
goes down badly with Latin 
American elites. And, though he's 
on the political right, Portillo has 
other bases covered. His father 
fought a gains t Franco in the 
Spanish civil war and there are 
plenty of Franco exiles scattered 
all over Latin America. 


Tit for tat 

■ Is it the sun. or is it to keep out 
the peeping toms from across the 
square? Whatever the reason US 
investment banker Morgan Stanley 
seems intent on reversing the trend 
towards greater transparency in 
Britain's financial markets by 
shrouding its affairs in secrecy. 

ft is replacing the windows of 
its Cabot Square headquarters, 

In London’s Canary Wharf, with 
reflective glass panes. As a result 
Morgan’s rivals across the Square 
at Credit Suisse First Boston will 
no longer be able to train their 
binoculars on the firm's inner-most 
secrets. Expect CSFB to follow suit 


Eying up 3 i 

■ There may be no such thing as 
bad publicity but 31, Europe’s 
largest venture capital company, 
has decided that enoueh is enough 


Battered by reports of its on-off 
flotation and bruised by comment 
about its inability to keep a 
chairman, it has decided that its 
image needs management 

Charles Richardson. 39, who has 
worked for 3i for 12 years and is 
currently regional director for the 
north and Scotland, has been 
appointed Si’s first director of 
corporate affairs. 

Hard to know whether this is 
a promotion or a sideways move 
for Richardson. But there is rather 
less ambiguity about the role of 
Shaudwick, whose long-term 
relationship with 3i has been one 
of the few fixtures in the fickle pr 
world. Dewe Rogerson, brought 
In to handle 3i‘s much delayed 
flotation, seems to be emerging 
as the senior media adviser, which 
must be all rather humiliating for 
what used to be tee world’s biggest 
pr company. After all it was 3i 
which gave Shandwick its first big 
break in business. 


Which princess? 

■ Ever wondered how for you can 
go on a River Thames pleasure boat 
from Westminster pier? Greenwich, 
Richmond, and Hampton Court 
are regular ports of call But the 
shipping casualty report in 
yesterday’s Lloyd's List notes that 
the Royal Princess was on a cruise 
from Amsterdam when it bumped 
in to Southwark Bridge on Sunday. 

Had the skipper been on the helm 
tno lone 9 
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EC monetary committee warns 
UK forecasts are too optimistic 


By Lionel Barber in Brussels 


THE British government has 
come under sharp criticism from 
its European Community part- 
ners for overestimating the 
impact of economic growth in 
curbing its £50bn ($75bnj budget 
deficit 

The challenge to the credibility 
of the government’s plan sur- 
faced during a meeting of the 
EC's secretive monetary commit- 
tee composed of senior treasury 
and central hank officials from 
the 12 member states. 

It is likely to reinforce the 
belief that tougher measures, 
including tax rises and/or spend- 
ing cuts, may be needed to 
restore the worst deterioration in 
the UK's public finances since 
the 1976 sterling crisis. 

Mr Kenneth Clarke. Britain’s 


new chancellor of the exchequer, 
will be grilled about the govern- 
ment’s plans for bringing the 
economy back into balance at 
next Monday’s meeting of EC 
finance minis ters. 

The target of the monetary 
committee’s criticism is the UK’s 
“convergence" plan - the pro- 
gramme to make its economy 
ready for economic and monetary 
union by the end of the decade. 
Hie plan is based largely on mea- 
sures announced in Mr Norman 
Lament's last Budget in March. 

Mr Jean-Claude Trichet, direc- 
tor of the French Treasury and 
chairman of the committee, led 
criticism of the UK government’s 
plans. He challenged its argu- 
ment that about 70 per cent of 
the deficit is “cyclical" and would 
therefore be reduced in the 
course of economic recovery. 


In similar vein, the Organisa- 
tion for Economic Co-operation 
and Development estimated last 
week that only half of the UK’s 
budget defici t - now accounting 
for 8 per cent of gross domestic 
product - was cyclical The other 
half represents a structural 
increase in. spending. 

British officials - including Sir 
Nigel Wicks, the UK representa- 
tive on the monetary committee 
- were reported to have been 
taken aback by the attacks on 
the UK convergence programme- 
officials are scrambling to brief 
Mr Clarke so that he can present 
a robust response at next Mon- 
day’s Ecofln meeting. 

In a separate development, Mr 
Clarke can expect stiff questions 
about the government's medium- 
term financial strategy in rela- 
tion to the Maastricht treaty’s 


plans for economic and monetary 
union by 1997 at the earliest or 
by the end of the century at the 
latest 

Under the government’s plans, 
the public sector borrowing 
requirement is set to fall from 
about 8 per cent of GDP in this 
financial year to 3.75 per cent by 
1997-98. This figure is above the 
treaty's 3 per cent target Some 
member states have inferred that 
the UK does not believe in the 
early Emu timetable. 

British officials retort that the 
UK Treasury is seeking merely to 
be realistic about the difficulties 
in reducing the deficit in the nest 
five years. One diplomat noted 
that Mr Edouard Balladur, 
French prime minister, and Mr 
Theo Waigel, German finance 
minister, had raised doubts about 
the 1997 Emu target date 


Attali likely to be given 
£147,000 payoff by EBRD 


British right 
to jury trial 
under threat 


By Robert Peston and 
David Marsh in London 


MR Jacques Attali. who is 
resigning as president of the 
European Bank for Reconstruc- 
tion and Development is likely to 
receive a tax-free payoff of more 
than £147,000. 

Mrs Anne Wibble. chairman of 
the bank's governors who was in 
London yesterday to discuss Mr 
Attali's compensation arrange- 
ments and procedures for finding 
his successor, said she expected 
Mr Attali to receive a year’s sal- 
ary as an allowance for termina- 
tion of employment. 

Mr Attali's letter of appoint- 
ment signed by one of Mrs WI fa- 
ble's predecessors, Mr Wim Kok, 
says Ins “annual net base salary" 


is £147,000. Mr Attali has had a 
pay rise since then. “It seems 
clear it (the payoff] will be paid", 
she said. 

Mr Attali resigned on June 25, 
following months of criticism of 
expenditure by the bank. 

Mr Attali’s letter of appoint- 
ment says he is entitled to “a 
termination allowance equivalent 
to one year’s net base salary” 
unless the bank’s governors ter- 
minate his contract “for cause". 

Mrs Wibble. Sweden's finance 
minister, said a decision on 
whether to pay Mr Attali the ter- 
mination allowance would there- 
fore depend on the outcome of 
the investigation into alleged 
overspending at the bank by the 
EBRD’s audit committee, due to 
be completed by mid-July. 


She said Mr Attali would 
remain at the bank until a new 
president arrived, which she 
hoped could be in September. 
Governors, representing the gov- 
ernments of 54 countries and 
agencies which own the bank, 
have until July 21 to nominate 
candidates and the election 
period lasts 21 days from then. 

Mrs Wibble ruled out the idea 
of an interim president being 
chosen to run the bank before a 
permanent successor arrives, 
althoug h a number of the bank's 
executives have been «nnpaig n. 
mg internally for an interim 
appointment 

Bank executives and directors 
believe that Mr Jacques de Laro- 
stere, governor of the Banque de 
France, will succeed Mr Attali. 


Continued from Page 1 


Clashes between South Africa 
rivals leave 116 blacks dead 


By Patti Waldmeir 
in Johannesburg 


RIVAL BLACK groups fought 
running battles in the streets of 
two South African townships yes- 
terday. pushing the nationwide 
death toll in the past four days of 
fighting to at least 116. 

A junior official of the African 
National Congress claimed that 
the violence was an attempt to 
sabotage the transition to democ- 
racy after last week's multiparty 
agreement to set a date for the 
first multiracial elections. 

Mr Ronnie Mamoepa, an offi- 
cial of the ANC’s Johannesburg 
region, said; “It is an attempt to 
blackmail the country, with the 
blood of our people, into delaying 
the advent of democracy." 

But peace monitors in the twin 
townships of Thokoza and Kath- 
lehong near Johannesburg, 
where over half the killings have 


taken place, played down sugges- 
tions that the violence was 
directly connected to the election 
date. 

They said rival factions in the 
two neighbouring townships, 
which owe broad allegiance to 
the African National Congress 
and the Inkatha Freedom Party 
respectively, have fought many 
bloody battles since 1990, with 
many hundreds killed. Political 
rivalry explains only part of the 
motivation of- the killing s, which 
often follow a cycle of revenge, 
with each new death prompting 
further murders. 

The two rival groups - resi- 
dents of the Phola Park squatter 
camp and of the migrant worker 
hostels - are also divided along 
ethnic lines, with the former 
group mainly Xhosa and the lat- 
ter mainly Zulu. 

Peace monitors said violence 
was often sparked by attacks 


from unidentified gunmen whom 
they suspected had right-wing 
connections. No such incident, 
however, was reported during the 
latest outbreak, and neither they 
nor the ANC had any evidence of 
who was involved. 

They blamed police for aban- 
doning their posts in the two 
townships, saying police had pul- 
led out overnight and only 
returned in the morning to col- 
lect 20 more dead bodies. 

Violence seems certain to 
increase once the political parties 
begin active campaigning for the 
elections, due on April 27 next 
year. MindfUl of this, Mr Nelson 
M a n dela and Chief Mangosuthu 
Buthelezi, the leaders respec- 
tively of the ANC and Inkatha, 
held a peace summit 10 days ago 
in an attempt to tame the vio- 
lence. 


Eyewitness report. Page 7 


Although the right to be tried 
“by God and my peers” is seen as 
one of the UK's most important 
conventions, it does not have the 
constitutional status it has had 
since 1968 in the US, where a jury 
trial is a right in all criminal 
cases in which the penalty may 
exceed six months in prison. 

Moves to end jury trials - com- 
bined with other recommenda- 
tions for the introduction of a 
system of sentence discounts for 
early guilty pleas and a new 
requirement on defendants to dis- 
close their case to the prosecu- 
tion before trial - prompted law- 
yers to suggest the commission 
had been more concerned with 
efficiency than justice. 

But the commission, set up in 
March 1991 after a series of mis- 
carriages of justice bad rocked 
public confidence in the criminal 
justice system, also made a num- 
ber of recommendations to pre- 
vent further such cases. Most of 
the proposals were welcomed by 
the police. 

The legal profession’s verdict 
on the commission, which exam- 
ined the legal systems in more 
than 13 countries during its two- 
year £L5m (33.8m) inquiry, was 
that it bad failed both to analyse 
why recent miscarriages of jus- 
tice had occurred and to make 
sufficient recommendations to 
prevent them in future. 

The Law Society, the body rep- 
resenting most UK solicitors, 
accused the commission of a lack 
of vision. Mr Charles Elly, the 
society’s deputy vice-president 
said it had “chosen to steer a 
middle course rather than take a 
strategic review". 

The report was, however, wel- 
comed in the House of Commons 
by Mr Tony Newton, leader of the 
House. Mr Michael Howard, 
home secretary, is expected to 
give his detailed reaction in a 
speech to the Association of 
Chief Police Officers' conference 
in Birmingham tomorrow. 


FT WORLD WEATHER 


Europe today 


Tropical temperatures will be noted in far 
southern Europe. Some afternoon readings In 
Greece and Spain win rise to 35C-39C. Colder 
air has pushed into the Low Countries, 
Germany, Poland and the Baltic states giving 
maximum temperatures of 15G-20C. A frontal 
zone will extend from Italy into Russia and will 
Influence south-eastern Europe with several 
thunder showers. In Scandinavia, the northerly 
air flow will bring cloudiness and scattered rain 
in northern and central areas, but In southern 
Norway and Sweden some sunshine wDI 
occur. Most at France will be rather sunny, 
with some clouds in the north-east 
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Five-day forecast 

An active tow pressure area between Iceland 
and Scotland will slowly move eastward whilst 
deepening, it is expected to reach toe coast of 
Norway by the weekend. The associated 
frontal zone will cause some heavy rain in the 

UK on Thursday, spreading toward south- 
western Scandinavia by Friday. The 
depression wfi! also cause cool and unsettled 
conditions over north-western and northern 
Europe. Southern Europe wiU remain warm. 
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TEMPERATURES 


Abu Dhabi 

Accra 

AIgtera 

Amsterdam 

Athens 

Bangkok 

Barcelona 

Baflng 

Belfast 

Belgrade 


Maximum 
Cataius 
. fair 38 
Shower 27 
fat 30 
fat 17 
fair 37 
rain 3fl 
sut 26 
ft* 27 
cloudy 20 
Thund 23 


Berlin 

Bermuda 

Birmingham 

Bogota 

Bombay 

Bordeaux 

Brussels 

Budapest 


Forecasts by Meteo Consult of the Netherlands 


drawer 18 
fair 29 

fafr 20 

fair 18 
raki 32 
sun 25 
fair 20 
thund 23 


Buenos Aires fair ig 

Cairo sun 39 

Cape Town shower 19 

Caracas (ah- 26 


Chicago 

Cologne 

Copenhagen 

O’ Salaam 

Dakar 

Dallas 

Dxwfn 

Delhi 

Dubai 

Dublin 

Dubrovi* 

Edinburgh 


Lufthansa, Your Airline. 



Lufthansa 

German Airlines 


29 Faro 

19 Frankfurt 

19 Geneva 

29 Glasgow 

30 Hsroivg 
35 Hefarfnld 
30 Hongkong 
39 HonoMu 
37 Isle of Man 

20 Istanbul 
30 Jersey 

21 Karachi 
Kuwait 
LaPaz 
Las Palmas 
Lisbon 
London 
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Postel delivery 


By riding to the rescue of Greycoat. 
Mr Alastair Ross Goobey, Posters new 
boss, is indnlgipg a long-standing fas- 
cination with property. Given Mr 
George Soros' joint venture with Brit- 
ish Land, and the spate of rights, 
issues in the sector, he is not alone in 
regarding commercial property as 
cheap. But it is hardly routine for one 
of the nation’s biggest pension funds 
to ass ume control of a liked company. 
Underwriting Greycoat's rights issue 
suggests greater enthusiasm for the 
prospects that mu st e red by his 
peers. 

Ordinary shareholders will suffer 
dilution, but the. more difficult task 
may be winning the support of bond 
and preference share holders - not to 
mention the banks. The approval of 
each is required. The rally in. Grey- 
coat’s preference shares on Monday, 
on the assumption that they would be 


FT-SE Indexr 2848.1 (+9.6) 
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effect. Changing such organisations 


on for more. This is not just 
there is no longer any need#? 
sale to help the Midland Bank. 
sfPTn genuinely to believe that g 
value may be had by waiting, 

This may yet prove rash. The value, 
of its portfolio should grow with recov- 
ery, Provisions should also fall from 
last star’s £l7lm, Induding tiBhK^t: 
ing £72m on Isosceles which & seeg^ 
all too anxious to shrug off , ButTSf 
demand for venture capital remain^ 
weak, while 3i’s relative inexperience? 
in continental Europe makes: flowyai 
risky Hmg to be stepping up invtiK& 
meat there. 

Recovery has seen a narrowing gf. 
the discount to net assets qt winch 
quoted venture capital investment 
trusts trade. Given its conservative, 
valuations, 3i might not reap fetich 
advantage from this trend: It wflT 
serve 3i’s shareholders right if they 




looks especially misplaced. The nomi- 
nal value of tiie prefs is to be more 
than halved, future interest payments 
cut, and deferred interest lost. Grey- 
coat could yet be undone by its prolif- 
eration of capital instruments. 

Without the promised asset valua- 
tion the fine details are difficult to 
assess. If net assets have fallen any- 
where near to the £80m minimum 
demanded by Postel for the deal to go 
ahead there would be precious little 
left over once the banks had exercised 
their security. That should focus the 
minds of bondholders. The more inter- 
esting question is why Postel is going 
to the trouble of taking control instead 
of letting Greycoat sink and buying 
the best of the assets on the cheap 
from the banks. 


momentum. Replacement of key per- 
sonnel. a clearly defined and vigorous 
strategy . from the board and action 
across a wide front are all needed If 
the initiative is not to he smothered 
with bureaucratic inertia. Witness the 
very different but determined 
approaches of Mr John Hoerner at 
Burton and Mr Archie . Norman at 
Astia, who have certainly generated 
the impression erf activity. . - 
Mr Strong has been slower in that 
regard. While such things are partly a 
matter of marketing, that is after all. 
Mr Strong’s speciality. As yet it is too 
early to say that the Sears experiment 
has failed. Unless results are forth- 
coming. however, the time may not be. 
for off when the question will be 
asked 


Granada/LWT 


Sears 


Sears’ sale of its stake in Asprey and 
moves to start closing Ter Meulen 
Post are useful bits of corporate house- 
keeping. In particular the cutting of 
ties with Asprey underlines that 
Sears’ chief executive. Mr Liam 
Strong, has the authority to unwind 
decisions originally taken by Mr Geoff- 
rey Maitland Smith, the chairman. 
Still, the habit of tidiness is not 
enough when it comes to squeezing an 
adequate return from Sears' slumber- 
ing assets. The poor experience in the 
newly acquired Dutch mail order busi- 
ness also suggests that accidents con- 
tinue to happen. 

- Part of the problem faced by Mr 
Strong at Sears is knowing where to 
start. So far his efforts have been 
focused on British Shoe, to some 


There is some justification In 3i’s 
satisfaction with yesterday's annual 
results. The group has managed to 
keep investing during the recession, 
though one has to take it on trust that 
it is only taking on good quality busi- 
ness; its cost-cutting efforts are begin- 
ning to pay off; and its balance sheet 
is strong enough for it to take advan- 
tage of the recovery. These, though, 
are all also reasons for disappointment 
at the delay in its dotation. 

The past year saw a sharp rise - to 
£ll5m from £89m - in profits from the 
r ealisat ion of investments. Evidently 
3i’s clients have decided that now is a 
good time to cash in. a view which is 
also reflected in the number of new 
issues coming to the stock market Its 
shareholders, by contrast, are hangin g 


Granada’s acquisition of a further 
slice of LWT only makes sense as a 
stepping-stone to the wider restructur- 
ing of commercial television. As- *at\ 
trade investment alone the holdihg - 
hardly makes sense, not least beamse- 
Granada is buying LWT shares ' at an: 
unusually large price-earnings pre-r 
mium. The financial risk is limited if' 
Granada is eventually forced to sefi; 
back to the market: But. that, would: 
still tarnish the record of Mr Geriy? 
Robinson, which has been tmblem-; 
ished since he took the helm. \\ 
Mr Robinson's reading of govern-, 
ment is clearly that an industry ' 
rationalisation is on the cards. He is 
betting his reputation as well as cash.: 
on that outcome. 


Executive pay ;" f • 

As the last of the electricity compa- 
nies finally brings down the curtain 
on this year’s main results season, an 
irritating trend is visible. Embar- 
rassed executives are increasingly ref- 
using to discuss their pay when they 
announce their preliminary results, 
arguing that the information will be 
disclosed in the annual report. ' 

Since most publicity is focused on 
the preliminary results, and annual 
reports are not normally newsworthy, 
this is a pretty clear attempt to avoid 
the limelight. Perhaps future artful 
dodgers will get the publicity which 
their shyness and pay rises really 
deserve. 


Without us, holiday-makers 
would be swimming in oil. 




• - <r. . . 


Accidental oil emissions at sea are a ship owner's nightmare - penalties are severe. Liners cruising near holiday resorts are 
a particular worry because oil leaking from their stem bearings can cause major environmental damage. That's why the 
innovative Coastguard System from Deep Sea Seals, a John. Crane company, is so much in demand. It's guaranteed to stop 
stern shaft leakage completely Moreover; the bearings and shaft are better protected because seawater can no longer seep' 
through to contaminate the bearing oil Thanks to John Crane, there'll only be sun-tan oil on the beaches this Surnmec 
John Crane is one ofTl Group’s three specialised engineering businesses, the others being Dowty and Bundy. 

Each one is a technological and market leader in its field. Together; their specialist skills enable 


Tl Group to get the critical answers right for its customers. Worldwide. 



Tl GROUP 


WORLD LBADKRSHIP IN SPECIALISED ENGINEERING 

far further Information aboas the Tl Group, contact Ac Department of Public AOrin, Tl Group pie, Lam bourn Court, Abingdon, QxOn QX14 lUH. England. 
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KHD looks to VW for 
cost-cutting ideas 

Wockner-HumboWt-Deutz, the Cologne-besad 
engineering group, Is to adopt the Vdkswaaen 

^ com P an y expects to break 
even tor the second year in succession. Page 16 

Northwest placates pilots 

US carrier, has stavad off a 

W 1 ? ach,ns m a3reamenl *> 

Music to investors’ ears 





Gaylord Entertainment's The Nashville Network is 
one of the most successful US cable channels and 
a second network, Country Music Television Is 
among the fastest growing. Since the country 
music company, which owns the Grand Ole Opry 
went public in 1997 its sham price has soared from 
$20.50 to around $45. Page 18 

Developing Portuguese bonds 

With the issue last week of Portugal's 10-year 
bond, the Portuguese debt market now has maturi- 
ties ranging from two years to 10 and is expected 
to have a bond futures market by next year. 

Page 19 

Lonrho in popularity drive 

Lonrho, the international trading conglomerate, has 
recruited James Cape! as its joint stockbroker to 
rebuild better relations with institutional investors. 
Lonrho has dismissed reports that it wants a rap- 
prochement with the City as part of a longer-term 
goal or seeking funds via a rights issue. Page SO 

BT registrations total 5.2m 

The total number registered for the sale of the gov- 
ernment’s remaining holding Hi British Telecom is 
5.2m compered with 5.25m in 1991. Page 21 

Surge In diamond sales 

Diamond sales by De Beers, the South African 
group which dominates the market reached 
$2.54bn in the first half of this year, a 42 per cent 
increase on the first six months of 1992. However, 
De Beers said that “ft would be unwise to look . 
upon the increased level of sales for the first half 
as a reliable guide to 1993 as a whole"'. Page 22 

Greek market welcomes sugar 

The list of Greek companies wanting to go public is 
lengthening but the market's weak performance 
over the past two years has acted as a deterrent 
However, last week saw the first new issue In over 
a year - the listing of Hellenic Sugar Industry, the 
state-owned sugar beet processor - and the Issue 
was 4.3 times oversubscribed. Back Page 
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AMD 
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Merged German group in DM320m deficit for first six months 

Krupp-Hoesch hit by steel losses 



Gerhard Gramme: merger could 
save DM3 Mm in steel division 


By Ariane Genfflard in Essen 

KRUPP-HOESCH. the merged 
German steel and engineering 
group, continued Its downward 
slide in the first six months of 
the year, recording a DM320m 
($189. 3m) loss. 

The company's poor results 
were blamed on heavy operating 
losses and reorganisation costs in 
its steel division. 

These are the first consolidated 
figures for the new company cre- 
ated when Krupp and Hoesch, 
the second and third-largest steel 
producers in Germany, merged in 
the middle of last year. The 
merger was formally approved by 
shareholders in May this year. 

The first-half loss compares 


with an aggregate deficit for the 
two groups of DM250m for the 
whole of 1992, down DM682m 
compared with 1991. In the steel 
division alone, the two groups 
recorded an aggregate loss of 
DM450m in 1992. 

Orders for the first six months 
fell by between 10 and 15 per 
cent Besides the steel division, 
the mechanical engineering side 
was adversely affected, with 
orders Calling by more than 25 
per cent. 

Mr Gerhard Cromme, chief 
executive, said the six months' 
losses came mainly from the steel 
division. Taken together, the 
company’s other operations had 
broken even. These included 
machinery, buildings, automotive 


parts and trading services. 

He said Krupp-Hoesch would 
continue to record heavy losses 
In the second half - although 
lighter than those of the first six 
months - as drastic restructuring 
measures took effect 
An estimated 11,000 workers 
were expected to be made redun- 
dant this year, bringing total 
employment to less than 80,000, 
Mr Cromme said. In 1992, the two 
groups together cut 6,000 jobs. 

The measures include closing 
the Rheinhausen steel mill in the 
Ruhr Valley, where 2,200 are 
employed. The plant is due to 
shut its doors on August 15. 

Mr Cromme said the rationalis- 
ation and economies of scale 
associated with the merger would 


save Krupp-Hoesch up to 
DM500m over the next flew years. 
More than 70 per cent of the busi- 
ness areas of the two companies 
were related or comparable. In 
the steel division alone, the 
merger would save an estimated 
DM300m. 

Mr Gerhard Jooss, financial 
director, said the company's total 
debt could rise to more than 
DM5bn by the end of the year, 
from its current DM4.7bn. 

In 1992, aggregate sales for the 
two groups fell by around 9 par 
cent to DM23 .2b n. Steel products 
and trading services together 
accounted for 50 per cent of turn- 
over. Spare parts for the automo- 
tive industry represented 25 per 
cent. 


Finnish group strengthens its hand outside Europe 
Nokia moves The rapid rise of mobile telecoms 

to concentrate 
on telecoms 
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By Hugh Camegy and Andrew 
Adonis in London 

NOKIA, Europe's biggest 
manufacturer of cellular mobile 
telephones, moved yesterday to 
strengthen its position in the Far 
East and the US by buying out its 
partner in two joint ventures. 

The purchases continue the 
Finnish group’s efforts to focus 
on telecommunications and to 


‘We have changed 
towards being a 
telecoms company 
and that will 
continue’ 
forma Ollila, 
Nokia chief 
executive 


lessen its dependence on elec- 
tronics. 

Nokia has bought for $31 .5m 
the 50 per cent stakes held by 
Tandy Corporation, of the US, in 
two mobile telephone manufac- 
turing joint ventures in South 
Korea and Texas. 

It is also selling its two electri- 


cal wholesale units in Finland to 
Otra, of the Netherlands, one of 
the world's largest electrical 
wholesale groups. The deal is 
understood to be worth $23m. 

“We have changed dramatic- 
ally in the past few years towards 
being a telecommunications com- 
pany and that will continue,” 
said Mr Jorma Ollila, Nokia’s 
chief executive 

The moves follow ‘the comple- 
tion by Nokia last week of the 
placement with international 
investors of 6m preference 
shares, which raised FM954m 
($173m) to help finance the 
group's shift away from televi- 
sions and other consumer elec- 
tronics, which have suffered 
severe losses in recent years. 

About half of Nokia’s sales, 
which last year reached 
FMl8-2bn, are now accounted for 
by telecoms. Strong growth in 
telephone system and mobile 
telephone sales enabled the 
group to return to profit in the 
first four months, despite contin- 
ued heavy losses in consumer 
electronics which still make up 
about a third of group sales. 

In the US, Nokia has a 20 per 
cent share of the cellular tele- 
phone manufacturing market, 
second to Motorola. 

Nokia began making mobile 
phones in South Korea with 
Tandy in 1984 through a com- 


0.9 - 


afi - 


o a ~ 


1988 198(7 1968 1088- 1990 1991 92 

World cellular subscribers 


Europe 



.Europe 


Rest of World 


Rest of W< 



April 1900 

Sauce: FT MoMe CammumcaBans 

pany called TMC which now pro- 
duces S per cent of world cellular 
phone output They repeated the 
formula lak year in Fort Worth, 
Texas, with TNC. 

However, Tandy's decision to 
pull out of manufacturing 
prompted Nokia to buy out its 
partner’s shares. Mr Ollila said 
the ventures would continue to 
supply Tandy label telephones to 
Tandy retail outlets, which 
would continue to market Nokia 
label machines. 

Nokia’s SLO Tuottajaln Kone 
wholesale electrical outlet in Fin- 
land, sold to Otra, accounts for 


January 1693 


about one third erf turnover in 
the group's cable and machinery 
division, which in turn makes up 
about 25 per cent of Nokia's over- 
all turnover. 

With the international market 
for mobile telecommunications 
booming, Nokia’s decision to con- 
centrate its resources in the field 
is unsurprising. 

The number of subscribers to 
cellular networks worldwide rose 
by 43 per cent last year, taking it 
to 23m in January, according to 
the FT Mobile Communications 
newsletter. 

Growth was driven by markets 



in North America and south-east 
Asia, with subscriber numbers 
rising by 46 per cent in the US, 54 
per cent in Australia, 56 per cent 
in South Korea and more than 
400 per cent in China, where it 
still stands at less than 50,000. 

Although last year saw a slow- 
ing of growth tn Europe, Nokia’s 
strongest market, momentum is 
likely to be regained this year 
with the introduction across the 
continent of new digital networks 
operating to the pan-European 
GSM standard, and competitively 
priced “low user" programmes 
geared to the consumer market 


Ashton 

Mining 

floats 

gold 

interests 

By Bruce Jacques In Sydney 


ASHTON Mining, the Australian 
diamond miner, plans to swell 
the nation's heavy schedule of 
private equity raisings with the 
AS 112m (US$75m) flotation of its 
gold production interests. 

Ashton directors announced 
yesterday the company would 
consolidate its Australian and 
Indonesian gold Interests into a 
company called Aurora Gold, 
and initially make a placement 
to institutional shareholders. 

Private investors would then 
be offered 25 per cent of the 
placement shares, with Ashton 
retaining a 30 per cent stake In 
Aurora, which would potentially 
rank among the top 10 Austra- 
lian gold producers. 

Ashton, 47 per cent controlled 
by Malaysian Milting Corpora- 
tion, is a partner in the Argyle 
diamond mine in Western Aus- 
tralia. 

Ironically, the company 
appeared to be moving its invest- 
ment strategy away from gold as 
recently as March this year. 

At that time, directors said the 
company would focus on oppor- 
tunities in the diamond sector 
and place its Mount Muro gold 
mine in Indonesia out to tender. 

But that was when the gold 
price was languishing at around 
$327 an ounce. 

Since then, the price has 
strengthened by around 20 per 
cent, prompting a minor rush by 
investors for Australian gold 
stocks. 

The gold price jump was seen 
by analysts last night as the 
main factor prompting Ashton's 
change of heart 

Assets likely to be offered in 
the Aurora float include Mt 
Muro and interests in the Laver- 
ton. Harbour Lights and Bardoc 
properties in Western Australia. 

Ashton's share of gold produc- 
tion from these properties rose 
from 131,465 oz to 135,307 oz In 
the past year. 

Mt Muro has the potential to 
produce around 150,000 oz a 
year. 

Ashton shares yesterday dosed 
6 cents higher at AS2.22 on Aus- 
tralian stock exchanges. 

Its directors said yesterday 
that terms of the Institutional 
offer were being finalised. Docu- 
mentation was expected to be 
signed on July 8, 

The institutional placement of 
Aurora shares will be underwrit- 
ten by Ord Minnett, the Austra- 
lian stockbroker. 


Asprey to gain full listing 
as Sears sells 25% stake 


By Richard Gourtay In London 

SEARS, the UK retailer has sold 
its stake in Asprey, the jewellery 
group, for £92m ($i38m) in a deal 
that will also allow the 
USM-quoted jeweller to graduate 
to the main market 

Separately, Sears said it would 
close its Dutch mail order busi- 
ness, Ter Muelen Post, having 
decided it could not be turned 
around. 

Sears said Asprey was not cen- 
tral to its strategy, nor was it 
able to exercise control over its 
investment. The sale of the 
Asprey stake will produce a pre- 
tax profit of £7m. The £5-Sm cost 
of closing Ter Muelen, includes 
£l.Sm in operating losses to June 
this year, redundancy costs and 
asset write-offs. 

Smith New Court is understood 
to have placed the 20.3m ordinary 
Asprey shares, representing a 


25.38 per cent stake, with about 
40 institutions at 261p after tak- 
ing the stock on to its books in a 
bought deal. Collins Stewart con- 
verted Sears' preference shares to 
net 8.25 per cent preference 
shares which were also placed 
with Institutions. 

The wider share distribution 
will allow Asprey, capitalised at 
£230m. to achieve a full listing. 
Mr John Asprey and family 
trusts increased their stake to 
nearly 52 per cent through the 
purchase of l.lm additional 
shares yesterday. 

Mr Naim Attallah, Asprey chief 
executive, said the group would 
now concentrate on growing 
organically. Since taking control 
in 1988, Mr Attallah has led an 
expansion that included the 1990 
purchase of the Mappin & Webb 
and Garrard shops from Sears for 
preference shares, and Watches 
of Switzerland from Ratners. “It 


is a time for consolidation, 
although we are planning to open 
Mappin & Webb in Prague and 
probably in Shanghai," he said. 

Asprey reported a pre-tax profit 
in the year to end-March of 
£21.63m (£19. 36m) on sales up 35 
per cent at £144.72m. Some £23m 
of this arose from sales in 
acquired companies. 

Earnings per share fell from 
I5.14p to 14.44p and the group is 
to pay a final dividend of 4p 
(3.75p) giving a total for the year 
of 5.1p (4jB5p). Asprey said earn- 
ings had suffered from the return 
to a normal tax charge and mar- 
gin erosion. 

Mr Ken Taylor, Smith New 
Court sales director, said that 
before yesterday's share placing 
Asprey had not had a serious 
institutional following. The 
Sears’ sale had increased the free 
float in the shares by 200 per 
cent 


Postel rescues property group 


By Vanessa Houlder, 

Property Correspondent 

in London 

POSTEL, the UK’s largest 
pension fund, yesterday 
ann ounced plans for a 1120m 
(SIBOm) rescue package for Grey- 
coat which will give it up to 87.7 
per cent of the troubled property 
company. The proposals under- 
line the increased enthusiasm for 
UK commercial property among 
institutions, which consider that 
property offers good value as the 
market stabilises. 

“We are getting a geared inter- 
est in a top quality portfolio 
when the market is turning," 
said Mr Alastair Ross Goobey, 
chief executive of PosteL 

Postel justified the unusual 
step of taking a large stake in a 


single company by pointing to Its 
expertise in property, which 
accounts for £L3bu of its £20bn 
assets under management 

The deal may give Greycoat a 
new lease of life as a developer. 
The decline in property values 
has plunged it into financial diffi- 
culties, which will force it into 
adminis tration unless it succeeds 
in a r efinancing . 

Analysts were divided yester- 
day on whether Postel was pick- 
ing up a bargain. “This is a back- 
docs' takeover by Postel at the 
expense of bondholders and 
shareholders," one said. Others 
emphasised that Greycoat would 
remain a highly geared company, 
and that Postel was risking a set- 
back in the property market. 
Greycoat, which owns property 
worth about £50Om, indicated 


yesterday that it had net assets 
of at least £80m. 

In a complex deal, Postel is 
underwriting a £58.9m rights 
issue of ordinary shares at I2£p 
and a £6 .25m preference rights 
issue. Greycoat Is also placing 
£4.5m of shares with Postel and 
issuing it with warrants. The pro- 
posals involve sacrifices by bond 
holders, preference shareholders 
and ordinary shareholders. 

Postel, which owns 5.4 per cent 
of Greycoat, will increase its 
stake to between 27,2 per cent 
and 87.7 per cent, depending on 
tbe take-up of tbe rights issue, 
although it intends to dispose of 
enough shares to allow Greycoat 
to keep Its listing. Mr Ross 
Goobey and another Postel direc- 
tor will join Greycoat's board. 
Lex, Page 24; Details, Page 20 
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KHD puts pressure on 
suppliers to cut costs 


By Christopher Parkas 
Hi Frankfurt 

KLOCKNER-Humboldt-Deutz, 
the Cologne-based engineering 
group. Is to adopt the Volkswa- 
gen group's cost-cutting tech- 
niques in an attempt to restore 
growth. 

The company said yesterday 
that it expected to break even 
this year for the second year in 
succession despite a slow first 
half. But capacity and costs 
had to be reduced further. 

All expenditure would have 
to be cut, including spending 
on materials, fixed and person- 
nel costs and Interest pay- 
ments. However, most effort 
would be focused on signifi- 
cantly lowering procurement 
costs. 

Outside suppliers were 
expected to accept the neces- 
sary changes and use the 
opportunities for greater 
co-operation with KHD, the 
company said. 

The group’s plans, which 
include the loss of 2.000 jobs, 
will be spelt out in greater 


detail at the end of next 
month. 

They appear to match closely 
the projects under way at VW, 
where protesting suppliers 
have been asked for price cuts 
of up to 30 per cent. 

Mr Werner Kirchgasser, 
chair man, warned of impend- 
ing action last month when 
he said sales for the first 
five months of the year 
were down 21 per cent and 
incoming orders were 25 
per cent lower than a year 
earlier. 

The company said no 
improvement in its main mar- 
kets could be expected In the 
near future, adding that cur- 
rent difficulties were likely to 
persist into 1934. 

As well as feeling the effects 
of industrial recession, KHD 
has been badly affected by cuts 
in the European Community’s 
spending on agriculture, which 
have hit sales of tractors and 
other agricultural equipment. 

KHD made its last dividend 
payment in 1986 and is not 
expected to resume pay-outs 


until 1996 at the earliest 
• Group earnings at Commerz- 
bank, Germany's third-largest 
bank, rose by 15 per cent in the 
first five months of the year, 
Mr Martin Kohlhaussen, the 
bank's chief executive, said 
yesterday, writes David Waller 
in Frankfurt. 

However, partial operating 
profits - excluding own- 
account trading profits - 
remained unchanged compared 
with the same period last 
year. 

The chairman's remarks 
amplified his observation last 
month that there had been 
a “double-digit" Increase in 
profits between January and 
May. 

He explained that the growth 
came largely from own-account 
trading in foreign exchange 
and securities. 

The unchanged operating 
profits reflected an 8 per cent 
increase in administrative 
costs as well as reduced credit 
demand from Germany’s reces- 
sion-weakened industrial sec- 
tor. 


Venture capital group finds 
little demand for funds 


By Charles Batchelor 
in London 

3i, BRITAIN’S largest venture 
capital company, has nearly 
£lbn (S1.5bn) available for 
investment, but despite an 
upturn In activity has yet to 
experience a surge in demand 
for funds. 

A tumround in performance 
in the second half saw’ pre-tax 
profits increase 39 per cent to 
£56m for the year to March, the 
company announced yesterday. 
This included an £8m excep- 
tional gain in the form of inter- 
est on a £32m tax rebate. 

Sales and flotations boosted 
profits from disposals to £115m 
from £89m- 

But provisions increased 
sharply from £6lm to £i7lm, 
including a £72m writeoff of 
the stake in Isosceles, the par- 
ent of Gateway supermarkets. 
A further £69m was written off 
on UK investments and £30m 
on those overseas. 


3i made 644 investments 
worth £3 10m compared with 
822 investments worth £415m 
the year before. 

A further £8m of revenues was 
earned in the form of interest 
earnings on a tax overpayment 
made in a previous year. 

It strengthened its balance 
sheet, reduced its borrowings 
and achieved a £2Q0m improve- 
ment in its cash flow position 
during the year, Mr Ewen Mac 
pherson, chief executive, 
said. 

Operating costs had been 
reduced by staff cuts and a 
stre aml ining of its regional 
office network. Si increased it 
share of the market for smaller 
company finance from 45 to 48 
per cent 

Dividend earnings from 
investments rose 14 per cent to 
£89m while interest earnings 
fell 8 per cent to £U8m, 
reflecting generally lower 
interest rates. Fees and other 1 
earnings, including the £8m of 


interest on the tax overpay- 
ment, increased 21 per cent to 
£35hl 

Net assets rose by 4.7 per 
cent to £l.33bn over the year 
after falling by 6.4 per cent 
■during the first half. Net assets 
per share advanced by 4.6 per 
cent to 563p. 

Earnings per share grew 16 
per cent to lS.Bp. A final divi- 
dend of 8Jp makes a total of 
11.5p, an increase of 5.5 per 
cent 

• 31 is expected to announce 
at its annual meeting on July 
28 that Sir George Russell, 
chairman and chief executive 
of Marley, the building materi- 
als group, is to become its new 
chairman. Sir George is a non- 
executive director. 

The previous chairman. Mr 
Alan Wheatley, resigned in 
April when the company 
announced it had Indefinitely 
postponed plans for a flota- 
tion. 

Lex, Page 14 


Granada 
lifts LWT 
stake to 
near 20% 


By Raymond Snoddy 
In London 

GRANADA, the UK leisure, 
television and computer ser- 
vices group, yesterday 
increased its stake in London 
Weekend Television to just 
under 20 per cent, the maxi- 
mum possible under broad- 
casting legislation. 

The deal means Mr Gerry 
Robinson, Granada chief exec- 
utive, has invested around 
£84m ($l26m), at £5 a share, in 
the weekend television station 
stake. 

The completion of the deal - 
it was always Granada's inten- 
tion to take its investment up 
to the imuiimim — came a day 
before talks between Mr Rob- 
inson and Sir Christopher 
Bland, LWT chief executive. 

The two will explore 
co-operation and cost savings 
between the two companies. 

“We just want to see where 
we go from here," said Mr 
Robinson. 

Under the 1990 Broadcasting 
Act, the nine largest ITV com- 
panies, including Granada and 
LWT, are forbidden from tak- 
ing each other over. 

The National Heritage 
Department, following a meet- 
ing with the chairmen of the 
ITV companies, is considering 
the case for a relaxation of the 
rales, but it is not yet clear 
whether the government has 
decided to make such a move. 
A number of ITV companies, 
mainly potential takeover tar- 
gets such as HTV and Anglia, ; 
are opposed to a relaxation of 
the rules. 

Granada’s increased stake in 
LWT has galvanised the Lon- 
don financial community. The 
shares of a number of ITV 
companies have risen on the 
back of takeover speculation. 

Sir Christopher and Mr Rob- 
inson last night rejected any 
notion that today’s talks 
might include even explor- 
atory conversations on a 
future merger. “You can’t 
agree a non-bid and we don’t 
intend (0," said the LWT 
chairman. 

Granada believes that a 
rationalisation of the ITV own- 
ership structure is inevitable. 
Lex. Page 14 


link' 


By Paul Abrahams Hi London 
and Haig Simonian in Milan 

SNIA FIBRE of Italy and 
Rhone-Poulenc of France yes- 
terday announced plans to 
merge their textile nylon busi- 
nesses. continuing the restruct- 
uring of the European fibres 
industry. 

The deal, if concluded, would 
create Europe's largest textile 
yarn manufacturer, with 
annual sales of about FFr2.6bn 
($450m). It Mows Du Pont's 
acquisition of Id's fibres 
operations, which was com- 
pleted last week. 

Snia and and Rhone-Poulenc 
already have a carpet fibre 
joint venture which is the 


second-largest European manu- 
facturer- 

in the latest venture. Snia 
claims to have 17 per cent of 
the west European market, 
w hile Rhone-Poulenc is to con- 
tribute, about 20 per cent The 
50-50 joint venture will have a 
capacity of about 100.000 
tonnes a year. 

Although west European 
capacity is more than 350.000 
tonnes a year, demand is only 
240000 tonnes, according to the 
Committee of Rayon and Syn- 
thetic Filament, 

The French company said it* 
did not expect difficulties from 
competition authorities, 
because Europe bad to be able 
to compete against Asian man- 


ufacturers. Du Pont has about 
25 per cent of a market which 
is growing at only 2 per cent a 
Year because of competition 
from other fibres such as poly- 
ester. Radicci of Italy is the 
third-largest manufacturer. 

The consolidation will put 
pressure on the remaining 
small manufacturers in Italy, 
Spain and Germany. Mr Robin 
Anson, of Textiles Intelligence, 
the market research group, 
said the deal would allow some 
rationalisation of the two 
groups' activities. 

“Integrating our respective 
nylon textiles activities will 
allow us to optimise synergies 
in research, production and 
marketing, with the aim of 


reinforcing our position in g 
European market” said Mr 
Michel de Rosen, managing 
director of Rhdne-Poulenc 
fibres operations. 

Rhone-Poulenc said the two 
businesses, which employ 
about 3,000 -people/ were 
complimentary. Snia was 
strong in nylon 6’ and lsad 
considered building a'plant to 
make nylon 66. This is where 
the French company is stron- 
gest. Snia’s operations are 
pla inly in Italy, while Rhfiae- 
Poulenc's are in Gennmiy and 
France. 

The French group's fibre 
Operations in Brazil and Slo- 
vakia are not included in. the 
deal. 


Time out for Benetton game plan 

The sports side may not be ready for investors, writes Haig Simonian 


I TALY'S Benetton family 
may be having second 
thoughts about pressing 
ahead with the planned flota- 
tion of Its growing sports activ- 
ities on the New York. Stock 
Exchange, in spite of the suc- 
cessful example set by the Fila 
sports group in May. 

Fila, best-known in Italy for 
its up-market sports clothing 
and; in the US, for its footwear, 
listed 30 per cent of its ordi- 
nary shares on the Big Board 
in a deal which raised about 
$135m for Ge mma , the Fiat- 
controlled investment group 
which owns it. 

Some bankers believed 
Benetton Sportsystem, the 
holding company established 
this year for the family's bulg- 
ing sports portfolio, might 
have followed the lead and 
‘been floated before Christmas. 

However, signs now are that 
the Benettons. who over the 
past three years have quietly 
acquired 10 leading sports 
equipment companies through 
their Edizione Holding master 
company, may have pushed 
back their ambitions. 

The group, which includes 
familiar brands such as Prince 
tennis racquets and Nordica 
ski boots, "still needs to be 
simplified’*, says one banker 
familiar with the company. 
“They need to talk to US inves- 
tors, and there are still tax 
implications to be worked out" 
However, the Benettons have 
started to spread the word. At 


a penthouse showroom in New 
York’s Fifth Avenne earlier 
this year, they displayed 
together for the first time their 
full range of brands. 

The target is to make Benet- 
ton Sportsystem one of the 
world's top five sports groups 
by 1995. By then, sales should 
exceed $Ibn, putting it just 
behind Nike, Reebok. Adidas 
and Mizuno of Japan. 

Benetton's strategy began in 
the late 1980s, when the frag- 
mented sports equipment 
industry was identified as 
offering potential for growth 
through consolidation. The sec- 
tor fitted in with the Benet- 
tons' experience in manufac- 
turing and retailing and 
coincided with the family's 
relaxed, unfussy and vaguely 
"green” business image. 

The takeovers started with 
Italy's Nordica in May 1989. 
This year, the group reached 
its first goal of assembling an 
adequate portfolio of sports 
brands. “We have products for 
sports from January 1 to 
December 31, meaning we are 
no longer dependent on one 
season.” says Mr Silvano Sto- 
ner, joint managing director of 
Benetton Sportsy s tem. 

Other criteria - buying 
brands which were internation- 
ally known and among the 
leaders in their sectors, and in 
sports showing rising demand 
- have also been met, he says. 

With the acquisition phase 
complete, attention has shifted 


to rationalising manufacturing 
and distribution to save money 
in production, marketing and 
distribution. 

Rollerblade’s in-line roller 
skates show different parts of 
the group working together to 
improve quality and lower 
costs. Buyers remark that the 
boot section of the skates look 
increasingly like sophisticated 
ski boots. 

T he change reflects Nor- 
dica’s influence. About 
30 per cent of Roller- 
blade's boots are now made at 
Nordica’s plant in north-east- 
ern Italy, and the proportion is 
expected to reach 70 per cent 
eventually. “The two products 
meet broadly similar physical 
requirements. Nordica 's experi- 
ence in the ski boot market 
gave it an edge in designing 
and choosing materials for in- 
line roller skates, especially for 
comfort and strength,” says Mr 
Storer. 

The link has helped Roller- 
blade. which virtually invented 
in-line roller skates, to survive 
the "boom-and-bust” cycle fac- 
ing many innovative compa- 
nies which surge (m new prod- 
ucts but then decline as 
competition sharpens. 

But It is sports footwear and 
clothing which will need the 
greatest attention if Benetton 
Sportsystem Is to realise its 
growth ambitions. “There are a 
limited number of consumers 
for each of our sports, but 


many more for related cloth- 
ing,” says Mr Storer. “To have 
annual sales of over.^lbn,. 
shoes and clothing would prob- 
ably have to account for -it 
least half." 

To get there, Sportsystem- 
will have to combine skins and 
resources in its component 
companies in much the same 
way as is already happening 
with Nordica and Rollerbtede. 

The Benettons have created 
a new subsidiary, N&Co, to 
co-ordinate clothes manufac- 
turing. Tennis fans will still 
have Prince apparel to match 
their racquets, but production 
will be co-ordinated by N 8s Co. . 
Costs wfll be cot by -farming 
out manufacturing to eastern 
Asia. 

A similar strategy is planned 
for footwear. The aim is to 
rationalise individual ranges, 
while preserving brand identi- 
ties. to create a shoe selection 
spanning products for tennis 
and jogging to those used for 
hiking and mountaineering. 

The group also sees scope for 
improving marketing and dis- 
tribution by combining sales 
forces. At present, each brand 
has Its own sales and distribu- 
tion. The aim is to reduce that 
to just one network for all the 
brands. 

Rationalisation is already 
under way. Nordica has signed 
an agreement to distribute Rol- 
ler blade products in Europe 
and Japan, the areas where its 
sales force is strongest 


SCHRODER JAPANESE WARRANT FUND LIMITED 

NOTICE AND AGENDA 

NOTICE is hereby given that the Third Annuil General Meeting of Schroder Japanese Warrant 
Fund Limited will lie held at IU.JO a.m. on Friday 23rd July. IW3 at Barfield House. Sc Julian's 
Avenue. St. Peter Port. Guernsey, Channel Islands for the purpose of considering and, if thought fit. 
passing the following resolutions. 

1. That the Report: of the Director! and the Accounts be adopted. 

2. That Mr. M. Simdi be re-elected to the Board of Directors. 

3. That Coopers A: Lybrand be reappointed as Auditors of the Company. 

4. Thar the Board be audiorised to agree with the Auditors a sum to cover their remuneration. 
Registered Office: 

Barfield House, St. Julian s Avenue By Order of the Board 

St. Peter Port Schroder Investment Management (Guernsey) Limited 

Guernsey 

28 May Sm-tury 


NOTES 

\ A member of the Company entitled to attend and voce may appoint a proxy or proxies to attend and on a 
poll m vote in his uead. A proxy need not be a member of the Company. 

2 In accordance with die requirements of The Stuck Exchange, London, a statement of'all transactions of 
each Director and of Jus family interests m the shares of the Company will be available for inspection at the 
registered office of the Company during normal business hours from the date of this notice to the conclusion 
of the Meeting. None of the Directors has a contract of service with the Company. 

3 VOTING ARRANGEMENTS FOR IDR- HOLDERS 
IDR-Holden who wish to vote muse follow the following procedure: 

If the IDR.S are held in an account with Eumclear ur Cedel. IDR -Holders must contact Euroclear or Cede! 
instructing them to block the IDRs in the I DR. -Holders account until conclusion of the meeting and 
specify the manner in which the rotes attributable to the IDRs should be cast. 

If the IDRs are not held in Euroclear or Cedel. IDR-Holdcrs must ensure that their voting instructions, 
together with either their IDRs or their bank's confirmation of deposit (including IDK serial numbers), 
reach the Depositary at the latest on l f nh July, 1993 at the address given below (attention Securities 
Department — telephone 32.2.5ilK.H4.4‘> — telex 21752 MORDK S). 

Copies of the Annual Report are available from the Depositary at ’the address indicated below 
Depositary: Morgan Guaranty Trust Company of New York 
35, Avenue des Arts, HVHI Brussels. 


UNIGESCOINC. 

7VS% Convertible Debentures due June 16, 1997 

(the “Debentures") 

NOTICE IS HEREBY GIVEN that the holders of Debentures of L'nigesco 
Inc. have approved at an adjourned meeting of said holders held on Jane 25. 
1993 in Montreal, Quebec, the amendments to the Extraordinary Resolution 
submitted at said adjourned meeting. 

NOTICE IS ALSO HEREBY GIVEN that, pursuant to Section 4.02 of the 
Paying and Conversion Agency Agreement enter into between U nigesco I nc.. 
General TYust of Canada, the Principal Paying Agent and the Paying Agents 
on June 16, 1987, payments in respect of the Debentures and coupons have 
been received by the Principal Paying Agent and are available to the 
DebenturehoIdersonJulyT, 19SCJ. 

Holders of Debentures who have chosen Option A, upon surrender oftheir 
Debentures together with the coupon matured on June 16, 1993 to anyone of 
the Paying Agents, will receive the following: 

(i) all accrued interest up to June 16, 1993 on the Debentures: 

(ii) 18.75% of the principal amount of the Debentures; 

(iiil 40^ ofthe principal amount ofthe Debentures, and 

(iv) Interest from June 16, 1992 up to July 2, 1998 calculated at a rate of 
9* per annum on the amount to which reference is made in (i), fill and 
tin) above. 

Holders of Debentures who have chosen Option B, upon surrender of the 
coupon matured on J une 16, 1993 to anyone of the Paying Agents, will receive 
the following: 

(a) all accrued interest up to June 16, 1998 on the Debentures, and 

(b) interest from June 16, 1993 up to July 2. 1993 calculated at the rate of 10t6 
per annum on the amount to which reference is made in (a) above. 

With respect to Debentures surrendered by DebenturehoHers who have 
chosen Option A, tbe Paying Agents shall make a notation or an endorsement 
on the Debentures so surrendered, whereupon the principal amount thereof 
shall be reduced for all purposes by the amount so noted ur endorsed, and the 
Debentures so noted or endorsed shall be returned to the bearer thereof! 

BANQUE PARIBAS LUXEMBOURG, 
as Principal Paying Agent 

The names of the Paying Agents and their specified offices are as follows: . 
Banque Paribas Luxembourg Kredietbank N.V. 

10A boulevard Royal Arenbergstraat 7 

Luxembourg- Ville B-1000 BRUSSELS 

LUXEMBOURG 


KredietbankN.V. 

7th Floor, Exchange House 
Primrose Street 
LONDON EC2A2HQ 
Swiss Bank Corporation 
Aeschenvorctodt 1 
CH-J002 BASLE 


BANCO SUMITOMO BRASILEIRO SJL 
UJSu$5O^O0Oj0OO EURO MEDIUM-TERM NOTE PROGRAMME 

Notice is hereby given to the holders of Notes issued by 
Banco Sumitomo Brasileiro SA under its U.S.$50,000,000 
Euro Medium-Term Note Programme (the "Programme 1 *) 
that with effect from 25th June, 1993, Sumitomo Bank of 
New York Trust Company resigned, and The Sumitomo 
Bank, Limited was appointed, as Disbursement Agent in 
relation to each Series of Notes to be issued under the 
Programme after the date of such resignation and 
appointment. Sumitomo Bank of New York Trust Company 
remains the Disbursement Agent in relation to the first 
Series of Notes issued under the Programme and remains 
the Registrar and Calculation Agent and a Transfer Agent in 
relation to such Series of Notes and any future Series 
terminated, or it resigns, in accordance with tha Terms and 
Conditions of any Notes Issued under the Programme. 

Banco Sumitomo Brasileiro S A . 

Avenida Pauiista, 1 49 

Sao Paulo, SP i 

Brazil 


Carrefour^^ 

SALES, TAXES INCLUDED AS AT JUNE 30, 1993 


6 monlha coded % 

June », 1993 cu m ulate d 

(in FF mOEotti) June 930m 92 


June 1993 * 

(In FF June 93/ 
mfflkmri June 92 

GROUP SALK 11,154 WA 
PRANCE 7J43 ,U 8J £1 > 


(1) Sales provided by 116 stores compared to H9 at June 30. 1992 due to the 
disposal of some EtnonwchC stores. 


Carrrfour Argentina 

On July 1, 1993, Carre four became the sole shareholder in Carrofour 
Argentina by acquiring Perez. Co rapine’s 20% minority interest in this 
subsidiary. 

Store openings 

In Spain, Pryca opened two new stores hi Jmc : J 195.000 sq. (t sore in 
XiriveUa. Valencia, and a 120,000 sq. ft. store in Mnmterfo. Valladolid. 

On June 30, Catrefour opened its fksi Italian store in Muocm, near Venire 
f8SJX»sq.ft.). 


An eight year track record of successful tore* forecasting daily. 
Commentaries, forecasts, recommendations & charts 
from London and New York. 


Banque Paribas 
3, rue d’Antin 
F- 75002 PARIS 

National Bank of Canada 
at any of its branches 
in CANADA 


BOf BARCLAYS BANCO DE 
INVESTLVIENTO S.A. 

US S30 ,000,000.00 
Floating Rate Commercial 
P a p e r Notes Due 1994 

Interest rue 4.000% jxo. Interest 
Period 25th June, 1493 to 25th 
December, I49J. Interest PajaHe 
US 32,033.33 per US 5 100,000 
on 25th December, 1993. 

Be: Barclays Bauk PLC 

Agen t BLznk 


EUROPEAN COAL 
AND STEEL 
COMMUNITY 

FW MO.MO.OOO FfflN lire 2012 

Mourn a henAy given that the rale ol Inwresi 
Ear »w period from July 6 th, 1993 to MalMr 
6 th, 1393 has been at 6.7B354 per c*n 

per annum The coupon anoonts ttoe tor Ms 
penod are FRF 17338 per dwwmrawi M 
FRF M1»0 and FRF ?. 733.58 (X* oaram*. 
metonol FRF 100.000 and are payable on tha 
rtawa pay mere date October 81ft. 1993. 
neRstaiAgn 

Banque Nabonata de Paris 
(Luxembourg) S-A- 
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TOE BEST INFORMATION IN YOUR HAND 

Futures Pager deQvers constant updates on currencies, futures, indices, interest 
rates and commodities 24 hours a day, with prices and news both direct from 
Reuters. Why try and do without It? Call 071-895 9400 lor your FREE trial. 


FUTURES PAGER 

Currency Fax - FREE 2 week trial 

ask Anne Whitby 
Tel: 071-734 7174 
Fax: 071-439 4946 
c F IMS BA Me -nto: 


xox 

x x»x Iron Cn:r! 


sly sis Ltd 

7 Swallow Street, London '.Vlfi 7HD, UK 
exchange rate specialists for over 20 year? 


F J ^M FX and GOLD 

24 HR DEALING i£*®EttV4BS 

■dUdB Td: 071-329 3030 

MEMBER SFA Cafl now ftre farter information Btc 071-329 3518 


NO MORE DANCING! 
SATQUOTE™ - Your single service for real time quotes. 
Futures * Options * Stocks * Fores * News * Via Satellite 

LONDON +71 329 3377 

NEW YORK, +212 2696636 FRANKFURT +4969 440071 




Tel: (44)81 948 8316 


tra* trial nutate 


Fax: (44) 81 948 8316 1 




Objective qnalysis & strategies 
for the professional investor. 

Trend Analysis Ltd 


CONTRACTS & TENDERS 

TENDER CIVIL ENGINEERING WORKS 
25000 MT REFINED SUGAR CONDITIONAL TOWER 
FOR THE SWAZILAND SUGAR ASSOCIATION 
CONTRACT NO: 4914 

Tenders are hereby invited for tbe construction of a 25000 MT refined sugar 
conditioning tower at Ubombo Ranches sugar null, located in Big Bend, ! 
Swaziland. Tenders will be open at least to firms from BC Member Stales and 
from ACP Countries. 

This civil en gi n eering contract will be for the construction of a prestressed 
concrete structure approximately 60m high. 30m diameter including a services 
shaft and structural steel supported roofi operating floor and stabs. 

The concrete hopper floor includes multiple hexagonal hoppers supported by a 
flat slab and basement columns on a circular raft foundation. 

Tbe mechanical and electrical work win be carried out under separate contract. 

Tbe anticipated contract period is September 1993 to July 1994 inclusive. 

Tender documents will be obtainable as from 13 July 1993 against a non- 
refondable lender deposit from tbe offices oft- 


The Swaziland Sugar Tbe Swaziland Sugar 

Association Association 

4th Floor, Barclays Back Building Chancery House 

Ail ister Miller Street 53/64 Clrancety Lane 

MBABANE AND LONDON 

SWAZILAND WC2A 1QX 

TeL 26842646/7 Tel: 071 2422349 

Fax: 26845005 Fax: 071 405 0656 

Deposit E 1004)0 Deposit £20.00 

The dosing date for tenders is 24 August 1993. 

Sealed tenders, on the prescribed tend er form, indicating dearly tbe tender 
number and title, addressed to The Swaziland Sugar Association, PO Box 445, 
Mbabane, Swaziland will be accepted up to LZhOO on 24 August 1993. " " ' 

Documents delivered by hand shall be deposited in die tender box si mated in the 
Swaziland Sugar Association's offices at 4th Floor. Barclays Bank Building. 
AJ lister Miller Street, Mbabane, Swaziland by the time and date mentioned 
above, where lenders will be publidy opened. 

A compulsory Site Inspection wfll be bold on she at 09h00 on 27 July 1993, | 
commencing from the main entrance at Ubombo Ranches Sugar Mill at Bis i 
Bend, Swaziland. I 

Tenders submitted hue or by telegranuelex. telefax or facsimile will dm be 
accepted. 

The Swaziland Sugar Association will consider as successful Tenderer the most 
advantageous bid taking into consideration price, delivery time and conformity 
to the specification of tbe Bill of Quantities. 

LEGAL NOTICES " 


Fianr.e; House, 32 Soeth§Jt« Street 
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international companies and finance 


AMD lifts profits and 
sales in second quarter 

Bv Louisa Knhru 


By Louise Kehoe 
in San Francisco 

ADVANCED Micro Devices 
reported a rise in sales and 
. earnin g s for the second quarter 
. and said it had introduced its 
version of the Intel 486 micro- 
.processor widely used in per- 
sonal computers. 

Net income was $64 4m 
before payment of preferred 
stock dividends, an increase of 
55 per cent over last year’s sec- 
ond quarter when net earnings 
were $41.4m. Sales advanced to 
5409.1m, up from $350 .2m in 
the same period last year. 

After the preferred dividend, 
net Income per common share 
was 65 cents, up from 43 cents. 

AMD was lifted during the 
year by sales of its clones of 
Intel microprocessors. How- 
ever. the company said that 
during the second quarter 
sales of its other products grew 
by nearly 14 per cent over the 
previous quarter. 

Sales of flash memory chips, 
used in portable computers as 
an alternative to disk drives 
for data storage, increased by 
almost 60 per cent, the com- 
pany added. 

This more than offset a 
decline in sales of AMD's 386 
microprocessors, said Mr Rich- 



WJ. Sanders: 'announcement 
a milestone for AMD' 

ard Previte. president and chief 
operating officer. 

“Our 386 microprocessor 
business reflected the market 
shift toward 486- based personal 
computers.” he added. "Reve- 
nues from 386 microprocessors 
declined in a softer market 
with lower average selling 
prices." 

AMD began shipping 486 
microprocessors during the 
second quarter, and said it 
expected sharply increased 
sales in the current quarter. 
“The Am4S6 family will be a 
significant contributor to reve- 


nues in the current quarter," 
Mr Previte said. 

AMD announced its first 486 
microprocessors incorporating 
in-house developed microcode. 
Microcode is internal software 
that controls the functions of a 
microprocessor. 

Previously, AMD has offered 
486 microprocessors using Intel 
microcode. 

The company is engaged in a 
legal battle with Intel over its 
rights to the Intel technology. 
AMD charges that Intel has 
tried to prevent competition In 
the microprocessor market. 

“With today’s announce- 
ment, AMD has achieved a 
milestone that assures the con- 
tinuation of free- market eco- 
nomics in the TBM-compatible 
personal computer market- 
place," said Mr WJ. Sanders 
HI, chairman and chief execu- 
tive. 

For the first six months of 
1993, AMD reported net income 
of $ 125.8m before the preferred 
stock dividend, or $1.28 per 
common share after the divi- 
dend. 

Revenues were $81 6.5m. 

In the same period of 1992, it 
recorded net income of $L26.3m 
or $1.33 per common share 
after the dividend. Sales 
amounted to $757.6m. 


NEWS IN BRIEF 


Dutch bank 
increases 
presence in 
Chicago 

By Martin Dickson 
in New York 

ABN Amro, the Dutch banking 
group, announced yesterday it 
was to increase its presence in 
the Chicago retail banking 
market through the acquisi- 
tion of Cragin Financial Corp 
for about $500ra in cash. 

Cragin is the bolding com- 
pany for Cragin Federal Bank 
for Savings, which is the sec- 
ond largest independent 
savings bank in Illinois, with 
assets of S2.8bn and 27 offices 
in the Chicago area. 

It will be Integrated with 
ABN Amro's Chicago-based 
group of LaSalle banks, which 
has assets of over $i6bn in 
more than 40 offices. 

LaSalle, a significant pres- 
ence in the middle market for 
commercial loans, increased 
its retail presence around Chi- 
cago when it acquired the Tai- 
man savings and loans group 
in February 1992. 

LaSalle said yesterday that 
the Cragin group of banks had 
the same product lines as Tal- 
ma n and offered a good geo- 
graphical fit with the earlier 
acquisition. 

Cragin's offices are mainly 
on Chicago's north-west side 
and in the western and 
north-western suburbs. 


Videotron rises 91% to C$22. lm 


By Robert Gibbens in Montreal 

VIDEOTRON of Canada, which 
is developing cable systems in 
southern England with Cable 
& Wireless and BCE, reported 
net profit of C$22.lm (US$l7m). 
or 30 cents a share, for the nine 
months ended May 31, up 91 
per cent from a year earlier, on 
sales of C$448m. against 
C$409m. 

Videotron, Canada's second- 
biggest cable operator and 
owner of a Montreal TV sta- 
tion. attributed the gain to 
higher cable rates and growth 
in the subscriber base. 

• Cogeco, a Canadian cable 
operator and broadcaster and 
newspaper publisher, earned 
C$5.5m, or 3S cents a share, in 


the nine months, up from 
C$1 .3m a year earlier when 
after preferred dividends noth- 
ing was available for the com- 
mon stock. Sales were C$i44m. 
up 9 per cent. 

The company is raising 
C$65m of new equity. 

• Energie-Versorgung Niede- 
rOsterretch (EVN), a leading 
Austrian energy utility, said 
revenues in the nine months to 
31 May 1993 were up 4.8 per 
cent, writes Ian Rodger in 
Zuricb. 

Mr Rudolph Gruber, the 
chief executive, said the result 
provided a solid base for the 
full year. 

Revenue from electricity 
sales was up 3.7 per cent, gas 
income was up 7J2 per cent and 


heating sales gained 11.9 per 
cent. No figures were given. 

In the first half, pre-tax prof- 
its jumped 12.1 per cent to 
Schl.2bn ($1 05.3m) on revenues 
up 4.7 per cent to Sch5.9bn. 

• W.R. Grace, the US specialty 
chemicals and health care 
group, has elected Mr Richard 
Kinard to the new post of cor- 
porate vice-president responsi- 
ble for engineering, Reuter 
reports. 

Mr Kinard will head Grace's 
worldwide engineering staff 
and report to Mr F. Peter Boer. 
Grace's chief technical officer 
and executive vice-president 

Mr Kinard was director of 
engineering for Cryovac North 
America, Grace’s core packag- 
ing business. 


ABN Amro's other US 
operations, with assets of 
about S40bn, include lending 
to large corporations and EAB, 
a retail banking business 
based in New York. 

The Cragin deal, which is 
expected to close early next 
year, involves payment of $38 
a share to the holders of Cra- 
gin's approximately 13m 
shares. 

Shares in the holding com- 
pany for Cragin Federal Bank 
for Savings were up $9% at $35 
at midday after peaking at 
$36. a new high for the year. 

• Stet, the holding company 
which controls Italy’s public 
sector telecom mnnications 
activities, is selling a 20 per 
cent share in Stet Hellas Tele- 
communications, its recently- 
created Greek subsidiary, to 
the US Nynex group. Stet gave 
no indication of the value of 
the sale. 


'/'/us tWNoumment appears as a mailer of won/ only. 


THE BANK OF NEW YORK 

is pleased to announce 
die establishment of a 


SPONSORED AMERICAN DEPOSITARY 
RECEIPT (ADR) FACILITY 


for 



ESPIRITO SANTO FINANCIAL HOLDING, S.A. 

NYSE Symbol: ESF 



For further information regarding The Banked ^[. Vlt:cs ; 

please contact Kenneth A. l.npian in New Yirfc (21-) 8b--0H4, or Micliucl 

fcAu/iftc in l xffldtm (071 ) 
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BBV 


BANCO BILBAO VIZCAYA 


FIRST QUARTERLY DIVIDEND 1993 

rd of Directors of Banco Bilbao 
ta s approved the payment of a first 
dividend for the financial year 1993 
hares in issue, numbered 1 to 
00 as follows: 

Tax UstRiyidfiiid 
9.50 ptas 28.50 ptas 


ayment: on or after 10th July 1993 

wvment: At the Head Office and 

branches of Banco Bilbao 
Vizcaya or its subsidiaries. 


Compagrtie Nationale Air France 

FRF 600,000,000 

Adjustable Rate Series A Bonds due 1996 

in accordance with the Terms and Conditions of the Senes A 
Eonds. notice is hereby qwen that for the Interest Period from 

J u*7.l993l°J^ 7 .IS^ naftaapa, 

the Senes A Bonds will carry / v\ 

an interest Rate of 6.46% i \ ! ] KndBetbank 
per annum Uoetnbotag 
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DAILY FOREIGN EXCHANGE COMMENTARIES, 
CHARTS, FORECASTS AND RECOMMENDATIONS 
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Northwest agrees deal with pilots 


By Karen Zagor 
in Now York 

NORTHWEST AIRLINES, the 
debt-burdened US carrier 
which is integrating its 
operations with those of KLM 
Royal Dutch Airlines, yester- 
day staved off a bankruptcy fil- 
ing by reaching an agreement 
with Us pilots' union. 

The agreement, covering 
new contract terms and cost 
reductions, is a breakthrough 
for the carrier. 

In order for Northwest to 
remain viable outside the pro- 
tection of the bankruptcy 
court, it needs significant 
labour concessions. 


Although the airline did not 
spell out details of its agree- 
ment yesterday, the deal is 
believed to include savings of 
about $365m from the pilots' 
group. 

This is in keeping with 
Northwest's plan, announced 
last year, to cut labour costs by 
S886m over three years. 

The airline's earlier offer to 
give employees a 30 per cent 
stake in the airline and three 
of its 15 board seats in 
exchange for pay concessions 
may have changed. 

The pact -was approved over- 
whelmingly by leaders of 
Northwest's Air Line Pilots 
Association (Alpa) and no far- 


ther vote is necessary by the 
union. 

The carrier still needs to 
reach revised agreements with 
its two other main unions - 
the International Brotherhood 
of Teamsters, representing 
flight attendants, and the 
International Association of 
Machinists. 

In May, Northwest reached 
agreements in principle with 
both groups, but the Teamsters 
halted a vote on their pact 
after members of the machin- 
ists' union voted against the 
deal 

The airline had some success 
in rescheduling Its loan repay- 
ments, reducing payments fall- 


ing due in the next few years. 
Last week, the airline's banks 
approved a plan to defer most 
of the payments on a $1.29bn 
loan Until 1997. 

Northwest is struggling 
under the burden of debt 
acquired when the airline was 
taken private in a S3.65bn 
leveraged buy-out in 1989. 

Dire industry conditions 
have added to the carrier's 
woes. Northwest hopes to 
reach a voluntary restructur- 
ing agreement rather than 
reorganising while operating 
under Chapter 11 of the bank- 
ruptcy code. 

Since 1990, five big US carri- 
ers have entered Chapter 11. 


group raises $200m to cut debt 


Argentine 

By John Barham 
in Buenos Aires 

SOCIEDAD Comercial del 
Plata, a Buenos Aires-based 
holding company, plans to 
raise about $200m in a com- 
bined disposal of assets and 
international rights issue in 
order to reduce its heavy debt 
burden. 

SCP, like other large Argen- 
tine holding companies, has 
grown rapidly over the past 
three years by buying priva- 
tised companies. 

However, in the process 


SCP has built up $30i)m in 
debts as it has acquired minor- 
ity stakes in energy companies 
and utilities. 

SCP has sold for $U2.5m its 5 
per cent stake in Cointel. a 
vehicle that controls one of 
Argentina's two privatised tele- 
phone companies, to Cointel’s 
operator, Telefonica of Spain. 

SCP also plans to raise SSOm 
in a local and international 
rights issue and a further 
$4.6m through a smaller asset 
sale. 

Other Argentine conglomer- 
ates are reorganising and shuf- 


fling stakes in utilities between 
each other as Argentina's pri- 
vatisation programme winds 
dowu. 

In part, this Is due to new 
corporate strategies and to the 
need to reduce debt. In SOP’S 
case, debt was equivalent to its 
1992 turnover of $310^m. 

SCP's stake in Cointel has 
proved highly profitable, grow- 
ing in value by more than 500 
per cent since privatisation in 
November 1990. 

However, SCP will retain its 
25 per cent holding of preferred 
stock in Telefonica de Argen- 


tina. the telephone company 
which is controlled by CointeL 

SCP said that as well as 
strengthening its balance sheet 
and reaping a substantial 
profit from Cointel. it wanted 
to concentrate resources in 
investments which enabled it 
to exercise some management 
control over companies. 

Last week, the Citileo consor- 
tium. in which Sociedad Com- 
ercial and National Grid 
Company of the UK each have 
a 15 per cent stake, won a 
concession to run Argentina's 
electricity distribution system. 


YOUR DAILY 
BUSINESS BRIEFING 
IN 160 COUNTRIES 
AROUND 
THE WORLD 
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Hardy Oil & Gas USA Inc. 
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Gaylord hits the high notes with latest craze for country music 

Martin Dickson reports from New York on the success and aspirations of an entertainment group devoted to the values of rural America 


C RAZY as a 'coon. That, 
roughly speaking, was 
how much of the US 
television industry dismissed 
upstart Gaylord Entertainment 
In 1983 when It launched a 
cable network devoted to sub- 
jects which stir the soul of 
rural America - such as coun- 
try music, drag car racing, 
pick-up trucks, down-home 
cooking and bass fishing. 

Yet, 10 years later, Gaylord’s 
The Nashville Network (TNN) 
is one of the most successful 
US cable channels and a sec- 
ond network. Country Music 
Television, which Gaylord 
acquired in 1991, is among 
America's fastest-growing 
cable services. 

Gaylord, in short, is riding 
high on a boom in country 
music which has made this the 
fastest- growing form of popular 
music in the US. And now it is 
hoping to export its success to 
Europe. 

The boom seems due largely 
to the emergence of a new gen- 
eration of young singers - led 
by the phenomenally papular 
Garth Brooks - who are more 
able to cross the boundary 
which has traditionally distin- 
guished country from the 
broader pop Stream- 
Country is also benefiting as 
pop fans turn away from rap 
and grunge, and from a vogue 
for simpler, rural values. 


Whatever the cause, Gay- 
lord, based in Nashville, Ten- 
nessee, Is ideally placed to ben- 
efit. for it dominates country 
music in a similar manner to 
Walt Disney’s hold on chil- 
dren's entertainment, with 
interests ranging from cable 
networks to a theme park. 

At the heart of the group, 
giving it coherence. Is its own- 
ership of country music's most 
venerated institution, the 
Grand Ole Opty- This Is a 
folksy show, broadcast from 
Nashville ever since 1925, 
which has played a central role 
in the development of ‘country* 
artists. 

The Opry House, where per- 
formances are held, is a key 
feature of Gaylord's nerve cen- 
tre. the Opryland complex, just 
outside Nashville. 

The complex includes its 
theme park and the Opryland 
hotel, an imposing building in 
southern plantation style feat- 
uring vast glass-enclosed gar- 
dens, complete with waterfalls 
and fountains synchronised to 
accompany evening perfor- 
mances by a harpist 

“This is not just a hotel, this 
is an entertainment experi- 
ence,'* says Mr Terry London, 
Gaylord’s chief financial offi- 
cer, sipping a drink against a 
backdrop of 20,000 tropical 
plants. 

Gaylord - quoted on the 



Country singers Jhmnyloa Harris and Garth Brooks on stage at the Grand Ole Opry in Nashville, Tennessee 


New York Stock Exchange but 
59 per cent held by the family 
and associates of its epony- 
mous chairman, Mr Edward 
Gaylord - was an Oklahoma- 
based owner of newspapers 
and broadcasting stations until 
1983, whan it bought the Grand 
Ole Opry and the adjoining 
hotel mid theme park. 

It went public with a stock 
offering in October 1991, partly 
to provide for growth and 


partly to give liquidity to the 
founding famili es, and since 
then the share price has soared 
from $20.50 to around $45. 


G roup revenues jumped 
from $417m in 1988 to 
$643m last year and 
operating cash flow from 
$64.4m to 3150.8m. 

Gaylord’s growth is due to 
more than being in the right 
place at the right time. It has 


gained a reputation for good 
management, a sensible expan- 
sion strategy, strong finances 
and an ability to cross-promote 
its subsidiaries. 

Hie major source of profit 
and revenue growth for the 
foreseeable future will be the 
two cable networks, which 
already provide, over 30 per 
cent of cash flow. 

TNN reaches 57m subscrib- 
ers - 93 per cent of cable 


households in the US and 61 
per cent of TV households. 

Mr London says it still has 
plenty of growth potential, 
since cable will continue to 
penetrate US homes at a rate 
of 4 to 5 per cent a year. Also, 
TNN*s advertising sales are 
still somewhat below those of 
some other networks because 
-of Madison Avenue’s past prej- 
udice against country music. 

But Gaylord's greatest 
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THE FIGURES SAY IT ALL. 



The 1 992 figures speak for themselves. rp ■■■■' 11 ■■ - ■ 
However, it is worth reflecting on the parent Banks fi s urcs 
major developments which occurred in 
1 992 and contributed to such positive Customcr dcposits 
results. The merger with Citibank Italia Loans to customers 
allowed us to incorporate 47 branches, Net pr ° fit 
mainly located in Southern Italy. Total assets 

r . Shareholders’ equity 

Furthermore, we opened 34 new branches 

. . . (Exchange Rate UraJUSS as 

in areas or particular economic interest. I 1 — - 

As a result, we now benefit from the resources of a network of 
500 branches. To this, we can add a further 500 sales points 
provided by Ambro Italia, which, together with the other 
Ambroveneto Group companies, offer a comprehensive range 


Parent Bank's figures as 

at 3 1 st December 1 992 


US$ m 

Customer deposits 

14,527 

Loans to customers 

12,806 

Net profit 

117 

Total assets 

26,202 

Shareholders' equity 

1,285 

(Exchange Rate Lto/USS as at 3 1 st December 1 993. 1 470.86) 


- ii of financial services including leasing, 

3 1 st December 1 992 factoring, merchant banking, insurance 

I ICi 

and investment funds. Finally, 1992 saw 
4,5w the inauguration of our London branch, 

situated in the heart of the City. 
Financial results,- territorial expansion, 

26,202 . r t 

] 28g preferential agreements with major 

European banks and a network of 4,000 

December 1993 . 1470 . 86 ) ' 

^^===U correspondent banks worldwide. 

The figures involved speak for themselves. Add ail the figures 
together and they indicate the steady growth of 
Banco Ambrosiano Veneto, which can rightly be regarded as 
Italy's Leading Private Bank. 


Head Ofjice: Milan , 
Piazza Paolo Ferrari, io 
Tel.; (39-2)8594.1 


Banco 

Ambrosiano Veneto 


London branch-. 73, Comhill 
Tel.: (44-71)2207740 

Representative Offices.- Hong Kong, New York 


ITALY'S LEADING PRIVATE BANK 
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growth over the medium tom 
is likely to come from CMT, 
which broadcasts non-stop 
country music videos. 

Since Gaylord acquired 67 
per cent of CMT 18 months 
ago, the network has increased 
its number of subscribers from 
10m to around 19m. It attracts 
a much more youthful audi- 
ence than TNN, which, should 
make it attractive to advertis- 
ers, and its programming costs 
are small since record compa- 
nies provide it with videos free. 

Last October. CMT launched 
a service into the fledgling 
European cable television mar- 
ket, which Gaylord thinks 
offers good long-term growth 
prospects. 

Says Mr London: "Estimates 
suggest there will be 54m cable 
homes in Europe by the year 
2000. There are currently 60m 
in the US. So we have the 
opportunity to repeat what we 
have done here.” 

It remains a moot point, 
however, whether Europeans 
will get excited about some- 
thing as quintessentially mid- 
dle-American as country 
music, even if CMT waters 
down its programming for 
tr ansatlan tic consumption. 

Gaylord is also looking for 
significant growth at the Opry- 
land Hotel, which is already 
one of the 20 largest hotels in 
the US in terms of guest 


rooms. A leading convention 
centre, it has more than 2m 
room nights of bookings, 
stretching to the year 2009, and 
ah 86 per cent occupancy rafe. 

Gaylord has just announced : 
plans for $175m -of . capital 
spending to add 979 rooms to 
the ex isti ng 1,891. to double the 
trade show facilities, ancLio 
create another immense glass 
covered space called "The 
Delta.” .. ? 


T wo main dangers would 
appear to face Gaylord. 
One is that it might 
grow faster than its manage- 
ment resources, though it 
recently addressed this by hir- 
ing Mr Richard Evans, former 
president of New York City’s 
Madison Square Garden audi- 
torium, as chief operating offi- 


The second is that country 
music could prove a temporary 
craze, as in the past. However, 
Mr David Hall, general man- 
ager of TNN, argues that at the 
end of each boom industry rev- 
enues have remained higher 
t han before the craze began, 
and he expects this long-term' 
growth pattern to continue. 

“We will find artists that 
will . . . keep pushing up that 
t rendlin e further and further, 
if no one goes to sleep at the 
wheel,” he insists. “We’re deal- 
ing with a lifestyle here." 


Toyota Motor gives 
profit target warning 


TOYOTA MOTOR will find it 
even harder to achieve its par- 
ent company profit target this 
year, according to Mr Tatsuro 
Toyoda, president, Renter 
reports from Tokyo. 

“We worked hard to meet 
our forecast of parent company 
current profit of Y300bn 
($2.76bn) for the year ended 
June 1993. It will be an even 
tougher in 1993-94,” he said. 

Toyota has lowered its fore- 
cast of domestic vehicle sales 
to 2.20 In calendar 1993 from a 
December forecast of 2.32m, Mr 
Toyoda said. The company sold 
2 -24m vehicles in Japan in 
1992. 

Domestic vehicle sales by 
Toyota in the first half of 1993 
. fell short of the l.lm the com- 
pany had forecast 

“We hope to achieve domes- 
tic sales of 2.20m vehicles in 
calendar 1993, thanks to a big 
sales push in the second half,” 
Mr Toyoda said. 

B Tuntex Petrochemicals yes- 
terday confirmed plans to build 
Taiwan’s seventh naphtha 
cracker with a projected total 
Investment of N$87bn 
(US$3-3bn). writes Demis Eug- 
barth in Taipei. 

The facility will have an 
annual throughput capacity of 
10m tonnes, or 22,500 barrels a 
day. 

A spokesman estimated that 
the complex's annual produc- 
tion could reach a value of 
NT$91bn. The proposed site 
would be close to Formosa 
Plastics' cracker in a coastal 
industrial zone near Taihsi in 
Yunlin county. 

The project would be the 
largest single investment -by 
the Tuntex Group and officials 
said that Tuntex would seek to 


NEWS DIGEST 


gain the participation of 
domestic and foreign investors 
in the project 

B Saudi British Bank, owned 
by Saudi shareholders and the 
British Bank of the Middle 
East has reported a 50 per cent 
increase in net profit to 
SRrn2m ($51. 5m) for the first 
half of 1993 compared with a 
year earlier, Reuter reports 

from Manama. 

The bank said the perfor- 
mance reflects strong business 
.growth in all core business 
activities. Operating profit, 
before provisions for doubtful 
debts, was 44 per cent higher 
at.SR2U.2m. 

Provisions were maintained 
at SR 18.00m. On the balance 
sheet total assets at the end of 
the half were 21.8bn riyals, up 
26 per cent 

Mr Andrew Dixon, SBB's 
managing director, said: “The 
economic outlook for Saudi 
Arabia remains encouraging 
and the bank is well placed to 
continue its business growth 
through 1993.** 

B Taiwan has unveiled a plan 
to privatise Chinese Petro- 
leum, the state oil company, by 
selling divisions, Reuter 
reports from Taipei 

Chinese Petroleum, which 
has assets worth about $llbn, 
would be privatised over the 
next seven to eight years, 
according to the finance minis- 
try. ft said CPC would he split 
into four sections - shipping, 
petrochemicals, natural gas 
and oil refining - in order to 
allow the company to be 
absorbed by private sector 
investors. 


BIRMINGHAM & THE WEST 
MIDLANDS 


The FT proposes to publish this 
survey on 

July 14 1993. 

ft will be read by senior 
businessmen in manufacturing 
industries, service industries, 
government departments and 
funding authorities worldwide. 

It will be of particular interest to 
139,000 directors and managers in 
the UK alone who read the weekday 
FT* 

To find out howto reach this 
important audience with your 
services, expertise and products, call 


Anthony G Hayes 
Tel: 021-454 0922 
Fax: 021-455 0869 
George House, 

George Road, 

Edgoaston, 

. Birmingham 815 IPG 

Data source:* BMRQ Businessman Survey 1993 
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INTERNATIONAL CAPITAL MARKETS 


German bonds rise on hopes of further interest rate cut 

Ru Da»» Ub. I— > * 


By Peter John in London and 

Patrick Hanrerson in New Yoric 

REVITALISED hopes of a 
xartaer Genn.an interest rate 
cut before the Bundesb ank 
policymaking council goes into 
recess at the end of the month 
sent German government 
bonds higher yesterday. 

GOVERNMENT 

BONDS 


Enthusiasm had dampened 
In early trading cm news that 
the coupon on the new 10-year 
Tre i iha n d bond was set at 6 % 
per cent, disappointing market 
expectations of a 6% per cent 
coiQon. 

However, September bund 
futures shot forward on rate 
cut hopes in late trading to 
close 0.21 higher at 93.38. The 
hopes were fuelled by a state- 
ment from Mr Helmut Schles- 
inger, the president of the 
Bundesbank, that inflation in 
the past quarter was only 2.7 
per cent 

That figure approaches the 
Bundesbank target of 2 per 


cent and leaves room for a fur- 
ther easing. 

Traders and economists are 
speculating that the Bimdes- 
' rank will not ease at the next 
council meeting on July 15 but 
will cut at the last one on July 

■ UK GILTS rose again in 

response to a strong pound, the 

German rate cut optimism and 
the fundamental attractions of 
the UK government bond mar- 
ket 

Any German easing will 
leave more room for manoeu- 
vre in the UK and investors 
still like the UK’s appeal of low 
inflationary prospects coupled 
with slow growth. 

However, the currency was 
the main reason behind yester- 
day’s rise as overseas investors 
acted on the further strength 
of the pound against the 
D-Mark. Long gilt futures for 
September lifted a further % to 
107J8. 

The rapid rise in gilt prices 
(and fad in yields) has taken 
some economists by surprise. 
Mr Julian Callow, economist 
with Kielnwort Benson, said 


that at 7.55 per cent the yield 
on 10-year issues had almost 
reached his forecast for the 
end of the year. 

■ FRENCH government bonds 
were also pulled higher by the 
prospect of a German easing 
and received an added impetus 
from a stronger franc. 

Technical buying gave the 
September 10-year future 
added support and it closed 
half a point higher at 119.80. 

The Balladur privatisation 
bond issue appears to be sub- 
scribed beyond the FFr40bn 
target initially announced. 
AP-DJ reports from Paris. 
Bankers handling the issue 
could not confirm a figure of 
FFr80bn but some observers 
indicated that the number was 
not far-fetched. The subscrip- 
tion period runs until July io. 

The bonds carry a 6 per cent 
coupon and can be converted 
to shares in privatised compa- 
nies. They also carry assorted 
tax benefits. 

■ ITALIAN debt drifted back 
as investors took profits after a 
recent strong rally. The BTP 


10-year futures contract for 
September slipped a quarter 
point to 10339. 

However, fundamental senti- 
ment was good and operators 
who took profits found eager 
buyers at lower levels. Dealers 
said few investors were seri- 
ously worried ahead of yester- 
day evening’s vote of confi- 
dence in the government of Mr 
Carlo CtampL 

Several economists believe 
the BNTP contract which has 
risen from 9330 at the start of 
April could gain a further two 
points if the Bank of Italy con- 
tinues to make substantial cuts 
in its discount rate. 

■ PORTUGUESE bonds fell 
from early highs on profit-tak- 
ing, and dealers said recent 
price rises had been overdone. 
Some banks with excess funds 
were still attracted to the good 
rate on fixed rate bonds com- 
pared to the 10.25 per cent cen- 
tral bank rate for mopping up 
liquidity, they added. 

■ THE US Treasury market 
reopened after the long holiday 
weekend in a broadly positive 
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mood, with longer-dated prices 
posting solid gains. 

By midday, the benchmark 
30-year government band was 
up V* at 106&, yielding 6.641 per 
cent At the short end of the 
market, the two-year note was 
slightly weaker, down & at 
10O£, to yield 3.926 per 

cent. 

Treasuries opened firmer, 
buoyed fay overnight buying in 
foreign markets and fay reports 
in the US that the Federal 
Reserve, in the wake of last 
week's unexpected poor 
employment figures, is ready 
to return the bias on its mone- 
tary policy to a neutral stance, 
away from the tightening bias 


adopted two months ago. 

In late morning trading, 
however, shorter-dated securi- 
ties fell back from their early 
gains, as a slight surge in com- 
modities prices prompted sell- 
ing at the short end. 

fl JAPANESE government 
bonds were steady, while 
futures ended higher on con- 
tinued hopes of a credit easing 
and an absence of active sell- 
ers, Renter reports from 
Tokyo. 

• Technical difficulties have 
prevented publication today of 
the Benchmark Government 
Bonds table. 


Ssangyong Oil issue leads invasion from Far East 


By Sara Webb 

A SPATE of Far Eastern 
equity-linked deals amounting 
to $650m in new issuance hit 
the international bond markets 
yesterday. The deals consisted 
of a large Korean convertible 
bond issue and two more bonds 
with warrants from Japanese 
corporates. 

INTERNATIONAL 

BONDS 

Ssangyong Oil Refining, 
Korea's third-largest oil 
refiner, made its debut in the 
international capital markets 
with the launch of a $l50m 
convertible bond with a 15-year 
maturity. Paribas Capital Mar- 
kets, book-runner for the deal, 
said this was the largest Kor- 
ean convertible bond issue to 
date. 

Equity-linked specialists said 
the deal had a “fairly raptur- 
ous” response, given that for- 
eign investors are finding it 
hard to buy some Korean 
shares. 

Although the Korean stock 
market has been opened up to 


overseas investors, there are 
strict limits on foreign owner- 
ship. 

Ssangyong Oil Refining, in 
which Saudi Arabia's Aramco 
has an equity stake, has 
already reached its foreign 
ownership limit, so the con- 
vertible bond offers overseas 
investors the only means of 
buying into the company, deal- 
ers said. 

Paribas Capital Markets said 
the bonds were convertible 
into non-voting shares, which 
currently trade at a discount of 
about 45 per cent to the voting 
shares. The indicated conver- 
sion premium, which will be 
set on July 8. is likely to be 
between 5 per cent and 10 per 
cent to the price of the voting 
shares. The coupon will be set 
at between 3.75 per cent and 
425 per cent 

“The deal did very well, 
reflecting the scarcity of Kor- 
ean convertible paper.” said 
one rival house. Demand from 
Switzerland and the UK was 
strong. 

Two more Japanese names 
came to the market yesterday, 
as expected, issuing bonds 
with warrants. NGK Insulators 


issued a $300m, four-year deal, 
while Sumitomo Cement 
launched a $200m, four-year 
deal - coming only one day 
after a chunky $480m issue 
from Seino Transportation. 

Dealers had voiced concern 
about the market's ability to 
absorb the large volume of 
deals expected from Japanese 
borrowers, especially since 
investor interest is muted 
ahead of the Japanese election. 
Several borrowers arranged to 
launch bonds with warrants, 
mandating the deals before the 
announcement of the Japanese 
general election. 

Nikko Europe, which was 
lead manager for the NGK 
insula tors deal, said the war- 
rants traded in a range of 13% 
to 14% on the bid side, while 
Nomura International, lead 
manager for the Sumitomo 
Cement deal, said those war- 
rants traded at 13%. "Techni- 
cally, they are pretty cheap, 
reflecting the relatively low 
investor interest," said one 
house. 

Outside the equity-linked 
sector, the international bond 
market saw a handful of new 
issues. Bacardi-Martini 


NEW INTERNATIONAL BOND ISSUES 



Amount 

Coupon 

Price 

Maturity 

Fees 

Spread 
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Borrower 
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NGK Insiatorefc# 

300 

1375 

100 

JuL1997 

255 

- 

Nikko Europe 

Kingdom of Denmark 

250 

4.75 

B9.59R 

Aug. 1997 

OJ2R 

+20 (b) 

Nikko Euope 

Bacardi-Martini Finance 

200 

5.75 

9SJ6R 
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+80 (5M>%-9B) JP Morgan Securities 

Sumitomo Cement Co^a)4> 
Ssangyong Oil F1aflning(d§ 

200 
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Jui.1997 

2^5 

- 

Nomura sniemattonal 

150 
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100 
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Paribas Capital Markta 

Banco Pechre) 

80 

9.25a 

99.630 

Jon. 1990 
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+530 94 
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Knnsal Boctric Rower Co. 

2£bn 

7 

B3.79R 

Aug.2003 

0.3291 

+2S (BWH-03) Bartque Paribas 

ITALIAN URA 

Kingdom of Sweden 

250bn 

9 75 

99.375R 

Aug .2003 

0.325R 

- 

Deutsche Bonk London 
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Finance launched its first 
Eurobond issue - a $200m, five- 
year deal with a 5.75 per cent 
coupon. 

Last September, Bacardi, the 
Bermuda-based international 
nun company, paid over $15bn 
for a majority stake in Martini 
Rossi, the Italian vermouth 
and wines group. Yesterday's 
bond issue is aimed at helping 
to refinance bridging loans 
made in connection with the 
deal 

The company has already 
done US private placements 


amounting to about $450m, and 
expects to arrange additional 
financing in the form of a syn- 
dicated loan. 

The other main Eurodollar 
deal of the day came from the 
Kingdom of Denmark, which 
launched a $250m, four-year 
bond priced to yield 20 basis 
points over the interpolated 
yield curve. 

The Kingdom of Sweden yes- 
terday joined the steady 
stream of borrowers to tap the 
Eurolira market with a L250bn, 
10-year deal carrying a coupon 


of 9.75 per cent. The bonds 
were reoffered at 99.375 per 
cent to yield 9.85 per cent 
Deutsche Bank London, 
which lead managed the deal, 
said the aim was to draw more 
institutional investors into the 
Eurolira market, an area 
which traditionally has been 
dominated by retail investors. 
“Sweden is well-known among 
institutional investors" said 
Deutsche Bank, claiming that 
some 55 per cent of the bonds 
were sold to institutional 
investors. 


Portugal ready 
to woo investors 
from abroad 


P ORTUGAL’S move to 
issue longer-dated gov- 
ernment bonds marks its 
desire to encourage more over- 
seas investors. It comes as 
recession is beginning to bite 
ami economists expect the bud- 
get deficit to rise. The country 
can now plan debt and com- 
pete for loans on an equal foot- 
ing with its EC partners. 

With the issue last week of 
its first 10-year bond, Portugal 
now has a fully-fledged debt 
market with maturities rang- 
ing from two years to 10 and is 
expected to have a bond 
futures market by next year. 

It is a rapid development for 
an economy that, just over six 
months ago, barely had a 
workable government bond 
market What little it had was 
at the short-dated end and was 
so illiquid that it tempted very 
few overseas investors. The 
republic mostly refinanced its 
debt via three-month Treasury 
bills, leaving itself at the 
mercy of volatile interest 
rates. 

Historically, it has not been 
a problem as the country has 
managed to maintain a low 
budget deficit. The present 
debt of Esl,120bn is 65 per cent 
of GDP, which is above the 
Maastricht ceiling but com- 
pares favourably with Italy’s 
107 per cent and Belgium's 130 
per cent. However, Portugal is 
now slipping into recession 
amt beginning to drift further 
into the red. 

L ast week, the Treasury 
issued EslObn of 11.5 per 
cent stock dated July 
2003. The issue was very 
aggressively bid with Es8SL7bn 
of offers and an accepted yield 
of 10.67 per cent against expec- 
tations of 11 per cent. It was 
the first auction in an Es40bn 
borrowing programme. 

The issne follows that in 
April of new seven-year paper 
with a coupon of 11.875 per 
cent and marks the end of a 
yield curve which, because of 
the lack of buying at the long 
end, has stood out among its 
European counterparts as com- 
pletely inverted. 

The appreciation of the 
extent of the divergence 
prompted a rush of buying last 
week with one London securi- 


Peter John reports 
on the country’s 
plans to catch up 
with its EC partners 
in the competition 
for loans 

ties house taking up largo 
blocks of two and three-year 
paper and investors taking 
profits from Spain to plunge 
them into Portugal 

Securities houses first began 
to dip their toes into the mar- 
ket last year after interest 
rates began falling in response 
to lower inflation (since the 
last devaluation on May 13, 
short-term interest rates have 
faiipn by 6.75 points to 10.25 
per cent), the escudo's entry in 
April last year to the European 
exchange rate mechanism and 
the complete liberalisation of 
capital movements. 

However, there are still very 
few securities houses which 
are heavily Involved in the 
Portuguese bond market partly 
because of the illiquid nature 
of the market and also because 
of the tax problems. 

On the tax front, domestic 
fixed rate bonds - the Obriga- 
cioes Do Tesouro or Ots - are 
not traded through the leading 
European settlement houses 
and have to be held by a Portu- 
guese depository. Withholding 
tax of 20 per cent is payable 
and although dual taxation 
treaties bring the rate down to 
10 per cent for a number of 
countries it can take months to 
get the rebate. 

Nevertheless, Mr Andrew 
Roberts, bond analyst at UBS, 
says there is a possibility that 
the withholding tax might be 
scrapped. That possibility and 
the trend of increasingly lower 
interest rates is generating 
interest. 

And Mr Steve Major, a Portu- 
guese bond specialist with 
Credit Lyonnais, which is a 
primary dealer with a big oper- 
ation in Lisbon, says: “Portu- 
gal has lagged Spain because 
of lingering currency concerns 
but the big picture story of a 
weakening D-Mark reduces the 
cross currency risk of holding 
high yield bonds." 
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FT/ISMA INTERNATIONAL BOND SERVICE 


LMad n tha lawn ktMmnttorai bemfa lor «*** there to m «fequ» MCOTday marten. 


US. D0UAB SIBMSfTS 
A8N 9% 94 . 


AtbertaPrmtace 9% 95 
Austria 8*2 00 

Bar* ol Tokyo 8% 96. 

BeWum »*» 98 

BFC£7% 97 

BNP e** 94. 


British 68*021 

Canada 996 

CCCEW.9S 

Dnuicjl Europe 8 96 _ 
Credri Fonder 9*2 99 

Deranarfc 9% 85 

ECSC 8% 96 

EEC 8% 96 

BB 7% 96 

BE 9** 97 


Bee do France 9 98 . — 

Euro Crrd Card Tsi 9 SM 

Errata# 91*99 

Es-bn Bank Japan 8 02 . 

Export ter Carp 9*2 98 . 

Hrtand 7% 97 , 


Ftantah Export 9% 95 

Ford Motor Cre* B% 98. 

Gen Bee Cental 9% 98 _ 

GMAG9% 96 . 


tad Bk Japan On 7\97 . 

Her Amar Dot 7% 96 _ 
Btiyfl4 04 


Japan Dor Bh 8% 01 . 
Kama) Sec Pw 10 96 
LTCB Fin 8 97 


Mareimta Bee 7% <H 

New Zealand 8 94 


SSSSftCfc- 

oi , 
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Tokyc Bee Power 8% 96 

Tiftro NtefimpoBs 8*4 98 

Toyota Motor 5%J B8- 

Unk-d Kingdom /% 02 

Wortd Bsnfe 8*8 99 

- i8%97 


World Bar* I 

DBITSC* KAMI SIMKOTS 
Austria 5* 97 

Oonmertt 6% 98 . 


DantcdM finance 74 bs . 

ECSC 6% 98. 

EEC Oh 00 . 

BB 7*2 99 . 



Aston Mr Bank 0 10 . 
Cowri EdW 44,98 .... 
BB6%04 



HttnH Motor Fh8>2 97. 
fcahnI7%00. 

Kobe IP* 01 — — ~ 

New Zealand 4* 99 

Ontario fil, 03 

tecta: Hydro 5 08.. 

SUCF7M 

World BUk 5 D3 — 
Worid Bank 7 01 — 


rasnuuns 

Betaken 5 99 _ 
Denmark 7 95 „ 
I 00 


Bee de France 51 b 96 . 
FUand&c 66 
hfer-Amer Dev 7% 00 . 
Japan Dev Bk 5 90 — 
Japes Dev8kS%01- 
Kftno Td Td 96 . 

Norway 5*, 95 

StKF6% 00 


BH Offer 
105 105% 
600 11 0% 110ia 
400 114% 11*5 
100 108% iqb% 
250 117% 118*4 
150 108% 109% 
105^ 
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”5 

111% 

108*4 

109% 


300 105% 

1500 11% 

1000 110% 

300 107% 

100 108% ... 
300 118% 118% 
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193 109% 110% 
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200 114% 115% 
325 105% 

100 111 % 
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117% 

- , 108% 
no 110% 
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200 108% 109 
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500 114% 114% 
350 112% 113% 
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150 110% 
200 107% 
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30!) 112% 
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107 107% 


106 1081. 

850 105% 108% 
150 110% 110% 
108 108% 
106% 

115% 

100% >06% 
117% 
113% 

110 % 110 % 
113% 115 

109% 

117% 117% 

1500 103% 104 

200 109% 110 

2000 102% 102% 

700 106% 100% 

300 111 111% 

200 110 110% 
1500 100% 101% 
3000 107% 108 

1500 114% 114% 
1600 112% 113% 
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200 115% 
200 100% 
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200 113 
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500 1 
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3 

a 


3 

+% 
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3 

4% 

*% 

A 

♦% 

4% 
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104% 
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700 108% 1W% 
2900 99% 69% 
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3000 102% 102% 
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5500 102% JW 
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5.77 

5J» 

5.45 

5.10 
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7M 
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4.19 
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5.94 
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Could Europe 9 01 Ecu 
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“110 97 Ecu 
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Spain 9 96 Ecu 
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NSW Traeeuro Zero 0 20 AS 
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688 

587 

489 
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983 

4J58 
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S.7B 
5.13 

4.48 
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5.43 
8.12 
584 
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B.45 
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British Land 12% 16 £. 

Ba 10 97 E 

HaBto 10% 97 £ 

Hanson 10% 87 E , 


HS8C HohBus 1189 02 £ . 

Italy 10% 14 E 

Lrod Secs 9% 07 £ 

Ortuto 11% 01 £. 


Punergsn 8% 03 £ 

Sawn Irani 11% 99 E — 

Tokyo Bee Power 11 01 E . 
World Biuifc 11% 95 £ 
AMar NeSonri 0 96 NTS _ 

TOC fin 9% 02 ICS 

CEPME ID 95 FIT . 


Sec de Franca 8% 22 FFr . 

SNCF 9% 87 FFT 


floatm mm- notes 
A lsace Ldcs 0.08 94 £ . 
Banco Dean 0 39 ■■ 

m&an \ 97 DM 

BF« -OSH 96 

Britan*) 0.10 98 £ . 
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RISES AND FALLS YESTERDAY 




Rises 

56 

Felts 

10 

Same 

12 


GALLS PfflS 

JU Oct JH Ad Oct Jen 



3 

0 

12 
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204 

931 

AtiaRyocs 

1*537) 

Argyt 

AS0A 

r63) 

500 394 544 BZ4 2 104 174 

550 7 25 34 214 32 404 

300 17 28 34 4 11 17 
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87 14 54 - 54 9 - 
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LONDON RECENT ISSUES 


EQUITIES 
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TRADITIONAL OPTIONS 


• First Deafings June 28 

• Last Dealings July 9 

• Last Declarations Sept. 30 

• For settlement Oct 11 

3-month call rats indications are 


shown in Saturday editions. 

Calls In: Aveseo, Division, Grey- 
coat, SWP, Tarmac, Tuflow Oil and 
VardOfl. Put In: AAF CaflB & Puts: 
Ferranti, Greycoat and Tuflow Oft. 


FT-SE ACTUARIES INDICES 

Ito PT-S8 in. PT-SE Hid 250 and FTSE Actuaries a» indices and the fT-SK A ffianta 
IndnetiT aw rienjated bv The tawriaitfanal Sinefc aoJi a nge at the United Klnronm 
and ReppbUe at Mtri limited, o The Intematlaiial Stock Ercfaenec of the United Kingdom 
and Republic of Ireland Limited hmh aU rlghu reserved. 

The PT-Adnarie* Afl-Share h»u»« fa calculated by The Phaodal ‘nous limit nl In contone- 
Odd with the taUtma of Aetnarics and the Faculty at Actuaries. 4 The Financial Times 
Limited E3J. All rights reserved. , ^ ^ . . 

Ttx rr-SB 100. JT-ffl MM 250 and PT-SS Actaariw 350 tndleea, the FT-SE Actuaries 
Industry Badbris and the FT- Actuaries AMharo Hdax arc members of the FT SK Actuaries 
asm bakes code* **kh are calculated ha iceerdam* with a s^dard set of groun d ndns 
BstehUehed by The Ftoandal TlUM ir* 1 " 1 *** and Locdoo Stock Exchange hi coaftmetun wtm 
the InsUtnte af Actuaries and the Fanity of Actuaries. .... „ . 

“FT-SE" and Tbotsta" are yc*|t trufa marks and service mens of the tendon Swat 
Exchange and Ihe mn«iv4ai *>TTtfr 1 ^mwad. 


UFFE EQUITY OPTIONS 


OpOon 


CALLS PUIS 

Aug Hot fth Abq Hbv Fkb 


Option 


CALLS 
1 Dec Mm 


PUIS 

Sop Dec kbr 


art Aero 300 24 444 574 20384 48 

r392 ) 420 II 33 44 384 56 634 

BAT rib 400 244 324 «3 .64 19 234 

(M15 J 425 104 304 29 IB 33 384 


Brit Airways 2S7 29 394 44% 2 04 14 


m2) 

frnHBdm A 

r««> 

Boots 

r«33 ) 


r293 ) 
aritbn Etnd 
rsa 1 
Bare 
C«4 I 

CUfcSma 

(■788) 

ftwtnrirtu 

mi 1 

Com Un ton 
(*807 1 

6KN 

r*eo) 

a 

fWO) 
XtagftdMr 
C*S01 \ 

Land Sear 
fSB2l 
Marks 8 S 
f339 l 


318 74 22 28 12 204 264 
430 184 314 414 94 23 30 
480 3 144 25 384 471i 534 


420 

17 

34 

42 

54 

154 234 

«0 

14 

16 

23 

304 

a 

45 

280 

174 244 294 

24 

9% 

15 

300 

44 

14 ' 

194 

12 

194 234 

80 

10 

13 

16 

14 

S 

B 

90 

3 

B- 

114 

54 

9 1 

104 

480 

17 344 

42 

64 

1B2B>) 

500 

34 

16 

22 

35 

39 

54 

750; 

S4 

45 

58 

13: 

Z74 

37 

BOO 

4 224 344 

474 

574 

BB 

500 - 

474 

81 

89 

2 

94 184 

SSO 

114 294 

43 

174 

294 


500: 

J44 444 

- 

5 

19 

- 

529 

8 

19 

- 

a 

<7 

" 

460 

13 

22 

_ 

«4 

a 

_ 

500 

2 

8 

- 

43, 

554 

- 


BTR 
P386 ) 

Brit Tdfcnm 
T425 ) 
CUuy Sch 
T4S5) 

Eastern Bk 
T4B3) 


T488 J 
GEC 

mai 


833 204 35 51 It 32 384 

657 84 24 40 2*4 464 524 

584 184 364 - 7 23 - 

832 24 154 - 40 52 - 


f22B) 

I OOrifi 

ns9j 
Loos Ms 
H42 I 


P 8 0 

m2) 

PBdngam 

HZB) 

PrudestW 

(*330} 

RI2 
resa i 


P486 ) 

Sahstay 
r«3 > 
SM Trans. 
P81B) 


550 364 494 584 2 84 16 

GOO 34 204 29 22 304 39 

330 164 274 33 34 >04 ™ 

380 34 124 184 214 284 304 

400 324 404 52 4 11 19 

GOO 8184 314 214 334 394 

420 40 50 57 1 7 12 

460 9 25 33 13 22 28 

600 234 344 45 44 19 254 

650 2 11 214 38 494 534 

180 18 25 30 1 5 84 

200 4 12 18 74 13 18 

101 74 12 - 3 7 - 

110 3 8 124 8 12 15% 

1000 224 534 894 15 31 <24 

1050 44 29 44 504 62 7D4 

600 284 434 57 8 27 35 

850 S 184 334 35 57 84 

ri ore fsi> m oct rre> 

Grand Met 390 28 37 47 34 >24 23 

p4I4) 420 7 21 314 174 284 374 

LsdtHri 190 9 17 224 5 14 184 

(183) 3D 2 84 14 184 27 31 

UUBSOtt 380 344 38 474 44 14 244 

(*377) 390 7 23 324 19 294 404 

y>~» jra ora Pro Jri Del Pec 

Ffeffld 160 21 29 29 2 84 13 

1*179 1 180 74 18 23 84 IB 23% 


P480) 
Royal rises 
(*315 I 

Seal & Nm 
1*481 ) 
TOSCO 

rzo7> 


360 144 224 264 8 15 18 

390 3 9 144 264 33 354 

420 164 2« 27 8 214 28 

480 24 84 124 36 484 534 
420 424 52 804 24 104 >4 
460 134 27 364 15 284 304 

480 384 414 <8 8 144 214 
500 84 20 274 28 354 414 
480 22 374 41% 94 23 294 
500 54 194 304 35 48 51 
300 234 314 36 4% 84 104 
330 44 14 19 154 20 24 

220 114 1B4 204 « 0 14 

240 3 74 12 164 214 254 

140 224 28 334 2 74 104 

100 8 17 224 84 164 20 

140 94 14 204 54 13 154 
160 24 74 12 194 26 284 

600 27 44% 514 13 354 444 
850 6 214 344 434 67 74 

120 n 18 174 3 7 114 

130 5 11 124 S 124 184 

330 114 21 274 94 IB 23 

360 2 9 15 324 39 41 

650 41 65 854 64 20 32 

700 13 384 58 304 44 S84 
450 184 35 43 15 334 39 
500 44 IB 27 43 584 63 

288 32 40 484 24 8 13 

317 114 224 32 12 204 254 


Edotumel 
mi ) 

Gtan 

r*1 J 
fflfarimn 
fi*3) 
Larabo 
1*125 1 
HSBC 75fl MS 
("854 I 
Km Power 
f068 ) 
Renters 
(*1417) 


rw) 

scar Power 
("315 I 
Seen 
(*98) 

Forte 
("2281 
Tarmac 
1*132) 
Thera BW 
("902 ) 

158 

PB3> 


390 44 
420 27 

550 384 
600 164 
140 124 
180 44 
120 124 
t30 74 
650 38 
700 17 

360 204 
390 8 

1400 644 

1450 394 84>) . 

140 11 17 IB 

160 34 9 

300 71 77 

330 34 104 
90 It 

100 44 


60>a 
48 
504 
304 
174 21 
9 124 
194 214 
14 151) 
58 - 

354 -l 
314 364 
174 224: 
111 


194 K - 
344 48 - 

22 40 - 

52 71 - 

74 134 IS 
214 28 274 
74 12 15 
131) 17 204 
31 44 - 

614 724 - 

10 17 21 
284 324 37 
49 79 - 

754 105 - 

94 15 18 
10 224 274 284 
- 1% 24 - 

. - 28 281) . 

12 15 14 34 44 

64 « 5 74 84 

200 33 38 43 4 9 124 

220 184 28*) 32 104 174 214 

130 114 15 184 84 1*4 17 

140 84 II 144 15 21 234 

900 27 44 544 «48% 58 

050- 9 254 334 784 85 V 

TO) 18 234 27 54 84 13 

200 81) 13 17 18 194 244 


460 124 22 
500 I>) B 


- 194 27 

- 55 574 


("439 I 
WUanti 
("319 J 


200 14 20 28 5 12 144 

220 4% 11 16 16 23 25 

420 29 48 54 B 19 25 

460 8 28 34 294-404 454 
300 28 32 384 34 12 IS 
330 74 18 234 104 28 314 


Aag ties Jen Aog 


(108! 

TraMga- 

(103) 

Untam 

P1004) 

Zara 

m«) 


BAA 
(724) 
Thames Wr 
(*«71 ) 


700 36 57 63 74 >84 28 
750 94 304 384 33 43 51 
480 21 334 37 64 IB 21 
500 44 14 18 32 41 434 

San Pec Mar Sep Pro Mar 

Attany Nafl 390 334 46 534 8 13 184 

1*417 ) 430 15 284 384 22 281) 324 

Anted 30 44 6 7 2 3 34 

(*32) 35 2 34 44 44 54 64 

Baztqs 460 334 464 544 134 19 25 

T480 ) 500 124 264 3t 35 42 464 

Btae Onto 240194 28 314 9 184 194 
C24B | 260 94 164 22 204 28 31 

Britt Gas 2B0 224 274 304 5 12 14 

(794) 300104154 20134 224 244 

Owns an 17 28 31 10 14 18 

(710) 220 9 15 21 21 » 28 


Tumktas 

220 14% 

22 264 

84 

13 

17 

(*2291 

240 

54 

14 174 214 

25 284 

feat ftwis 

70 

15 

19 

- 

74 

12 

- 

PS79) 

BO 1T4 

15 

- 

13 

16 

- 

Vtolcana 

650 

M 

81 

74 

29 

48 564 

rasa j 

700 

22 

38 534 

58 784 884 


BJH0 FT-SS HDEX 1*28471 



2978 2725 2779 2825 2876 2926 2979 3025 

CALLS 

JU 169 

120 

72 

32 

fl 

24 

14 

1 

Aug 17B 

136 

94 

81 

35 

19 

10 

5 

Sop 

152 

- 

82 

- 

35 

23 

13 

Dec 

198 

- 

134 

- 

85 

- 

49 

M»r t - 

. 

- 

- 

- 

13(1 

- 

- 

Jrn t - 

- 

- 

210 

- 

- 

- 

- 

PUTS 

JU >4 

3 

S 

IS 

42 

BB 

135 

188 

Aug 9 

14 

25 

41 

65 

99 

138 

184 

Sep 

a 

38 

- 

- 

- 

- 

- 

Oee 

- 

- 

87 

- 

- 

- 

- 

Bart - 

- 

- 

- 

- 

IGO 

- 

- 

Junt - 

- 

- 

135 

- 

- 

- 

- 


FT-SE W0EX (*SB47) 



26S0 2799 2750 2800 2660 2900 2988 3008 

CALLS 

JU 196 

148 

100 

53 

18 

5 

14 

1 

A*j 28« 

158 

116 

BO 

50 

28 

14 

8 

Sep 215 

172 

132 

97 

69 

47 

28 

17 

Oct 
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COMPANY NEWSs UK 


Lonrho recruits Capel 
to rebuild bridges 


A complex deal to secure the future 

Vanessa Houlder reports on the rescue package agreed with Postel for Greycoat 


By Roland Rudd 


LONRHO, the international 
trading conglomerate, has 
recruited James Capel as its 
joint stockbroker to rebuild 
bridges with institutional 
investors. 

Lonrho’s financial advisers 
see the move as part of a cam- 
paign by Mr Dieter Bock, joint 
chief executive with Mr Tiny 
Rowland, to establish better 
relations with fund managers. 
Institutional shareholders, dis- 
enchanted with the group’s 
performance, bad been heavy 
sellers during the last few 
years before Mr Bock's invest- 
ment. 

Mr Andrew Skinner, director 
of James Cap.el. said it had 
been chosen because of its 
strong relationship with insti- 
tutions. Society Generate 
Strauss Turnbull Securities 
will continue to act as joint 
broker. 

Lonrho has dismissed as 
“speculation." reports that its 
efforts to seek a rapproche- 
ment with the City are part of 
a longer-term goal of seeking 
new funds via a rights issue. 
The group's shares yesterday 
rose 2p to L26p. 

Capel' s appointment comes 
more than a year after UBS, 
which had been the main mar- 
ket maker in Lonrho shares, 




Itavor Humphries 

Dieter Bock (left) and Tiny Rowland; improving investor relations 


resigned in protest at Lonrho's 
lack of consultation over its 
big deals. 

UBS was particularly Irri- 
tated by the group’s failure to 
tell it of its decision to sell a 
third of Its holding in Metro- 
pole Hotels to the Libyan gov- 
ernment-controlled Libyan 
Arab Finance Company for 
£177m. 

It Is understood that James 
Capel has been assured, that it 
will be notified of the group's 
strategy before it is carried 
out 

In a separate move Krupp, 
Germany's diversified steel 


and engineering group, said it 
was talking to Lonrho with the 
aim of buying back the con- 
glomerate's 50 per cent stake 
in the Krupp-Lonrho trading 
company. 

Krupp, formed through 
merger of the Krupp and 
Hoesch groups, returned a loss 
of DM250m (£38. 4m) in 1992. 

Mr Bock has told his advis- 
ers that the sale of the stake in 
Krupp-Lonrho is part of a 
wider strategy of good house- 
keeping and the relinquishing 
of some of its bigger associates 
which have not helped cash 
flow. 


P OSTEL’s proposed res- 
cue package for Greycoat 
is a complicated deal 
involving a placing, an issue of 
warrants, two rights issues, a 
property sale and the restruct- 
uring of two bonds. 

The complexity of this refi- 
nancing mirrors the tradition- 
ally complex nature of Grey- 
coat’s funding arrangements. 
Until recently. Greycoat prided 
Itself on the sophistication of 
its finances as much as the 
quality of its buildings. 

Greycoat stood out among 
property companies for its 
innovative, carefully struc- 
tured funding arrangements. It 
used deep discount bonds to 
defer interest payments during 
the early years of a develop- 
ment's life. It was confident 
that rents would increase suffi- 
ciently to provide the Income 
to pay the increased interest 
bill when it fell due. 

But the collapse in property 
values undermined its assump- 
tions. It became increasingly 
clear that it would have prob- 
lems repaying a £50m zero cou- 
pon bond in 1995 and paying an 
additional £9.375m annual 
interest to holders of stepped 
interest bonds from September 
1996. 

Greycoat's increasingly par- 
lous finan cial position forced it 
to sell property in an attempt 
to reduce gearing. In the past 
year it sold £197m of proper 
ties, often below their March 


Greycoat 
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its obligation to pay the £50m 
zero coupon bond due in. 1995. 
It proposes exchanging these - 
bonds for £40m 7.5 per cent 
bonds due 2003, secured tin Ha 
House. ‘ r.M: 


G reycoat has also' prp-. - 
posed that the' Holders 
of the £l50m Britehnic 
Bond pass control of Britannic 
House to a new non-recourse 
vehicle, subject to option' that 
Greycoat can buy bacfc.ithe 
property nt any time pribri-to 
April 2002. 

Bondholders will be asked to' 
defer any shortfall hi interest 
for three years to 2002. - M 
Greycoat Is also .asking 'Os 
preference shareholders' 1 .to. 
waive their accumulated divi- 
dends and reduce the nominal: 
value of their shares from loop . 
to 40p and reduce the coupon 
from 9.5. per cent to pper . 
cent. 

The deal is subject to 
approval by Greycoat's shate 
holders, lending bankers, Toond:'- 
holders, and preference share 
holders as well as the! Steele ; 
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Alastair Ross Goo bey, chief executive of Postel 


1992 valuations. 

This effort to reduce its gear- 
ing did not go far enough. 
Greycoat said yesterday that if 
Postcl's proposals were not 
approved “there is a risk that 
at any early stage the group 
would face serious difficulties 
which would jeopardise its 
future.” 

If the company went into 
administration, its value would 
be diminished by tee need to 
sell properties on a forced sale 
basis, the cost of unwinding 
long-term finance and the 
acceleration of the repayment 
to bondholders. . 

Payments to unsecured cred- 


itors “would be seriously at 
risk and. therefore, there 
would be no surplus available 
for distribution to either pref- 
erence or ordinary sharehold- 
ers.” it said. 


T he deal proposed by Pos- 
tel involves sharing the 
pain between sharehold- 
ers, bondholders and prefer- 
ence shareholders. 

Under tee deal, Postel will 
underwrite a 4-for-l rights 
issue at l2/*p per share to raise 
£58 An. 

It will also underwrite a fur? 
ther rights issue of one new 
ordinary share for each exist- 


ing preference share at 12'/*p to 
raise £&25m. 

The deal also involves Grey- 
coat placing 30m shares with 
Postel at I5p per share to raise 
£4J>m; Postel receiving 37.5ra 
warrants convertible into ordi- 
nary shares in Greycoat at any 
time up to 2000 at 25p per 
share. 

In addition. Greycoat will 
buy a property called Hill 
House from Postel for £58.5in 
in the form of 125m 9 per cent 
cumulative redeemable prefer- 
ence shares 2014 of 40p and a 
cadi payment of £8.5m. Grey- 
coat needs to win approval 
from its bondholders to defer 


Exchange and the Takeover 
Panel. . 


City analysts were- divided 
yesterday on whether to rec- 
ommend shareholders to take 
up their rights. Many said no . 
decision should be taken until 
the company publishes its 
results, together with' a 
detailed circular on the deal. In 
six weeks time. 


Britton to 
pay £32m 
for Taco 


Sterling Publishing 
advances to £5.3m 


Sims Food runs up deficit of £586,000 Greenalls 


By Peter Pearse 


By Catherine Mfton 


By Roland Rudd 


BRITTON GROUP. the 
packaging company formed 
last October after the acquisi- 
tion by Firs tl and Group of Gel- 
pack Industrial, is to treble its 
size with the takeover of Taco, 
a privately owned polythene 
maker, for £31.6m in cash and 
shares. 

Britton shares were 
suspended at 13^p. It is rais- 
ing £33m via a £15m placing 
with institutions, a i-for-1 
rights issue at lOp raising 
£13-2m. and an intermediaries 
offer to raise a farther £4.7m. 

The group recently reported 
a pre-tax loss of £2.32m for 

1992. Mr Simon Beart, finance 
director, said this was due to 
withdrawing from oil and gas. 
Gelpack has sales of £13m and 
operating profit of £l.4m. 

“The enlarged group will be 
the second largest extruder of 
polythene film In the UK. We 
are now a substantial player 
with an ungeared balance 
sheet,” he said. 

All the company's existing 
shareholders, which include 
Mercury Asset Management 
with 17 per cent and Royal 
Insurance with 9 per cent, are 
taking up their rights. Mr 
Beart said 10 new institutions 
had been brought on board to 
widen the ownership of the 
enlarged group. 

The acquisition of Taco 
includes £5.4m of debt If Taco 
achieves profits before tax and 
interest of £5.lm in the year to 
April 30 1994, the vendors will 
receive another £5.5m. 

In the year ended April 30 

1993, Taco reported sales of 
£28.6m and profits before tax, 
interest and non-recurring 
costs of £4.4m. 

Britton’s shares will be 
relisted on August 2 if share- 
holders approve the deal at an 
EGM on July 29. 


STERLING Publishing Group 
reported pre-tax profits of 
£5.31m for the year to end- 
March as new accounting roles 
forced the company to restate 
last time’s results as an £8.09m 
loss. 

Adopting FRS3. the pub- 
lisher of advertising-financed 
journals restated the 1992 fig- 
ures from a pre-tax profit of 
£2. 05m by reclassifying 
extraordinary provisions as 
exceptional charges. The provi- 
sions allowed for disposals fol- 
lowing an abortive diversifica- 
tion as well as a £l.7m 
write-down of intangible 
assets. 

Operating profits rose to 
£6.56m against a restated 
£1.52m as turnover rose to 
£42m (£41. 6m), including 

£7.63m from discontinued 
operations. The company 
added 18 new titles in its core 
trading subsidiaries. Sterling 
Publications and Com hill Pub- 
lications. 

Ms Clare Whitley, finance 
director, said advertising rates 


had been maintained and there 
bad been growth in the exhibi- 
tions business. Interest .charges 
dropped to £l.25m (£l.S9m). 
reflecting lower rates towards 
the end of the financial year 
and reduced borrowings. Net 
borrowings were £12. lm 
(£17Bm) at the year-end. 

Ms Whitley said gearing now 
stood at about 55 per cent She 
said the balance sheet figure 
for fixed assets of £27.8m 
(£28.3m) did not include a 
value for internally generated 
titles which directors estimate 
at about £30m. giving gearing 
of some 25 per cent. . 

Mr Ronald Cohen, chairman, 
said the company's telephone 
sales operations allowed it to 
target potential advertisers 
worldwide: “This has been par- 
ticularly important over the 
last year with the continuing 
weakness in the US and UK 
economies and the developing 
recession in western Europe.” 

Fully diluted earnings per 
share on continuing operations 
rose to 7-8p (I5p). A proposed 
final dividend of 2.4p gives a 
total for the year of 3p (2.5p). 


AS HAD been prefigured 
almost a month ago Sims Food 
Group, the meat processor and 
supplier, fell into the red in the 
year to March 31 after a non-re- 
curring exceptional provision 
of E6.59m. 

From pre-tax profits of 
£6.84m restated for FRS 3, the 
group fell to losses of £586,000. 
Turnover rose to £312.7m 
(£251. 4m), an advance of 24 per 
cent, though Sims said, strip- 
ping out the effect of acquisi- 
tions, that there had been an 


underlying organic growth of 9 
per cent 

Mr David Brady, finance 
director, said this was “encour- 
aging”. given overall static 
meat prices over the year. 
Interest payable grew to 
£2.21 m (£1.66m). 

Mr Brady said that behind 
the exceptional charge - to 
cover the writing-off of under- 
utilised equipment for storing 
meat under pressure, the clear- 
ing of the non-core Country 
Feast and J Redmond, and the 
restructuring and reduction of 
the catering and retail divi- 


sions' to more accurately 
reflect lower demand - lay 
badly eroded margins. 

Part of the problem was that 
Sims had outlaid EC-driven 
capital expenditure more 
quickly than turned out to be 
necessary because a three-year 
period of grace had been 
granted. 

Further, the devaluation of 
sterling and the alignment of 
“green rates of currency” more 
directly with market rates led 
eventually to shortage-driven 
price rises, only part of which 
the supermarkets helped 


absorb. Mr Brady said that all 
the bad news was In these fig- 
ures, though prices were 
unlikely to fell much within 
the next two years. 

Sims commands some 40 per 
cent of the fost-food hamburger 
market and is the second big- 
gest supplier of fresh meat to 
the catering trade. 

Earnings per share.last time 
of I5£p were turned into losses 
of 5p. However, again as fore- 
warned in June, the final divi- 
dend is reduced to 4£p (8-25p), 
resulting in a total of 7.5p 
(UJ25p) for the year. 


sees sayings 
from bid 


By Paul Taylor 


Moran administration order 


discharged by High Court 


Colefax & Fowler £395,000 
in red and dividend cut to lp 


By Andrew Jack 


Andrew Knight’s trusts 
sell half News Corp stake 


The High Court yesterday 
discharged tee administration 
order in place since last 
August on Moran Holdings, the 
tea producer, freight forwarder 
and property developer. 

Mr Justice Hannan approved 
a rescue plan following 
approval by shareholders of a 
refinancing at an extraordi- 
nary meeting on Monday. 

Moran plans to raise £2Jm 
from an underwritten rights 
issue and wit b a further £l.lm 


loan from Darnforth, a British 
Virgins Islands-based subsid- 
iary of Volkart Brothers. 

Partners from accountants 
Touche Ross were the adminis- 
trators and lawyers from Lov- 
ell White Durant were also 
involved in preparing the res- 
cue. 

Touche said that a last min- 
ute injunction issued in Cal- 
cutta from a minority share- 
holder of Moran Tea Company 
(India) failed to stop the 
extraordinary meeting taking 
place. 


COLEFAX & Fowler, the 
wallpaper and furnishings fab- 
rics manufacturing group, fin- 
ished the year to April 30 with 
a pre-tax loss of £395,000, com- 
pared with a profit of 
£704,000. 

The result included an 
exchange gain of £418.000. 
Losses per share came to 1.05p 
(earnings 3.7p), after a tax 
credit 

Following a cut of 0.8p in the 
interim dividend, the final divi- 
dend is similarly reduced to 
0-5p for a total of lp (2.6p). 


Mr David Green, chairman, 
said the decorating division's 
results were affected through 
the weakness of the dollar, 
leading to a delaying of pro- 
jects by American clients, 
while the current UK economy 
had a similar effect on UK cli- 
ents in relation to decorating 
projects and sales of 
antiques. 

He said current trading in 
the US was slightly improved; 
in the UK and rest of Europe 
conditions continued to be dif- 
ficult 


GREENALLS Group, the pubs 
and hotels company which has 
made an agreed £214-3m offer 
for JA Devenish, the west 
country pubs group, said yes- 
terday that it expects to gener- 
ate some £3.5ra in annual cost- 
savings as a result of the pro- 
posed acquisition. 

The deal would add 550 pubs 
to GreenaH’s present estate of 
1,450, and the offer document 
published yesterday identifies 
areas where cost savings are 
expected to be made. 

These include economies of 
scale and unproved overhead 
absorption resulting from the 
elimination of duplicated costs 
and the potential for Stretton 
Leisure, Greenalls’ machine 
distribution company, to sup- 
. ply amusement, games and 
music machines to the Deven- 
ish pubs. 

Reflecting a slightly mow 
bullish appraisal of trading 
prospects Greenalls is now 
predicting that, after taking 
into account the savings, the 
acquisition of Devenish will be 
non-dilutive in the first full 
year. 


By Paul Taylor 


TWO FAMILY trusts of Mr 
Andrew Knight, executive 
chairman of News Interna- 
tional, have sold more than 
half their stake in Mr Rupert 
Murdoch’s News Corporation, 
the newspaper publishing 
group's parent company. 

News Corp said yesterday 
that the trusts. Blomfield 
Trustees (Jersey) and Ernst & 
Young Trustees of which Mr 
Knight is a beneficiary, had 
sold a total of 3.93m shares in 
two tranches on July 1 and 
July 2 at an undisclosed price. 


Following the sales the trusts 
held 3.8m shares. 

News Corp emphasised that 
the trusts had acted on their 
own initiative and that the dis- 
posal was designed to diversify 
their holdings which until now 
had been entirely in News 
Corp stock. 

Since Mr Knight's appoint- 
ment at News International in 
January 1990 News Corp’s 
shares have risen from about 
175p to more than 300p. They 
closed down 3p at 338p last 
night. Mr Knight was on holi- 
day yesterday and unavailable 
for comment 


Midlands Electricity 
lifts dividend by 15.9% 


Heavy trading in Celsis shares 


By Richard Gourtay 


By David Lascefles, 
Resources Editor 


FOR SALE: 


VACANT PRODUCTION CAPACITY 


Requested is a customer for the active majority 
participation to an important and notable 


SWISS PHARMACEUTICAL VENTURE 


disposing of 4000 m 2 of effective area, acting as 
subcontractuai manufacturer in accordance to the 
GMP-rules which produce 

tablets/extracts + solutions/ointments + suppositories. 


Your application (no mediators) is to be addressed to: 


TREUPHA FINANZ AG, 
PO Box, CH-5410 Baden 
Switzerland 



THE 

WORLD'S 
TOP 1,000 


MIDLANDS ELECTRICITY rounded off the 
power company results season yesterday with a 
17.6 per cent increase in pre-tax profits and a 
154) per cent rise in the dividend - one of the 
strongest in the sector. 

Mr Bryan Townsend, chairman, described the 
result as “excellent” and said it bore out Mid- 
lands' aim to be a broadly defined energy com- 
pany. 

Pre-tax profits rose from £2*32. 2m to Zl67.lcn, 
equivalent to a 13.9 per cent rise in earnings per 
share. The board is recommending a final divi- 
dend of 4.65p. making a total for the year of 20p 
including the second interim dividend paid in 
April. This compares with last year’s total of 
17.25p. 

Mr Townsend said the benefits of Midlands’ 
performance had been shared almost equally 
between shareholders, the customers who got 
tariff reductions of 4 per cent, and the tax man. 

Much of the profit increase came from a 6.7 
per cent reduction in costs, including the loss of 
350 jobs over the year. Further manpower reduc- 
tions are envisaged, bringing annual savings to 
£20m. The operating profit on distribution 
increased from £l37^m to £144 Jm, and on sup- 
ply from £8 .3m to £i8.8m. The number of elec- 
tricity units distributed increased by 0.3 per 
cent 

Midlands' interest in power generation took 


shape with the opening of the Teesside gas-fired 
plant in which it has a 19 per cent stake. The 
company is now part of an international consor- 
tium, Wing Merrill, which is looking at further 
generation projects in Kuwait. China and Tur- 
key. 

Among other businesses, the new retail gas 
subsidiary acquired 1,000 customers and pro- 
duced a small operating profit. The retailing 
side was also in profit, but during the year it 
was merged into a new venture with Southern 
and Eastern Electricity which has incurred 
heavy start up costs. 

Gearing was reduced during the year to 1 per 
cent with the repayment of £75 of government 
debt 


Shares in Celsis ended their 
first day of trading yesterday 
up just Ip from the issue price 
of lOOp after touching 117p in 
heavy trading. 

The company hopes to 
replace the laboratory agar 
plate with a Easter method of 
detecting microbial contamina- 
tion, but is still developing its 
product 


The intermediaries offer part 
of the new issue was neatly 
four times subscribed with - ', 
applications for 27m shares 
chasing 7m shares on offer.- j 
Investors will have been allo- 
cated half what they applied ' • 
for up to 10,000 shares; 3CM|Ser. ... 
cent for additional shares^ttpto .. 
440,000; and about 16.66 “jter''^ 
cent of the number fbr shares r - T‘ 
applied for over and' above ” 
that 


DIVIDENDS ANNOUNCED 


Current 

payment 


Date of 
payment 


Cores Total . Total ' 

ponding for last . 

dtvtdend year yeafl ' 


• COMMENT 


The shares gained 8p to 491p in a buoyant 
electricity market on a result that was stronger 
than it looked. Midlands tucked away £38xn of 
provisions, and resisted the temptation to round 
off the results with a dividend increase to top 
the rest The prospects depend on how success- 
ful Midlands is with its “energy company strat- 
egy”. It makes sense to widen its base in the 
business, but is it prudent for a REC to be 
building power stations in China? Midlands is 
an average REC share, and its reluctance to 
make firm pronouncements about dividend 
prospects mean it will probably stay that way. . 
The prospective yield is a shade under 6 per . 
cent. 
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EVANS OF LEEDS PLC 


PROPERTY INVESTMENT AND DEVELOPMENT 



Up-to-the-minute share prices by telephone from 
anywhere in the world 


FT Cityline International can link you with all the UK Blockmark et 
information you need: 


• up-to-the-minute share prices • dally unit trust prices 
o regulariy updated financial reports • personal portfolio service 

A subscription to the International service costs £250 Stg. For more 
details write to: FT Cftyflne, Number One Southwark Bridge, 
London SE1 9HL or call our Help Desk on +44 71 873 4378 


July issue 
out now 
£ 8.00 


YOUR DAILY 
BUSINESS 
BRIEFING 


* Pretax profit up to £8.786 million (£8.523 million) 

* Final dividend up to 3.14p (2.85p) 

* Total Property Portfolio £206.4 million 

* Net assets per 25p share 196p (201 p) 

* Current Rental Income £20.2 million (ig.o million) 


Year to 31st March 


Profit on ordinary 
activities aftertax 
Shareholders' funds 


£7-530m 
£ 122.5m 


£7. 027m 


Dividends paid and proposed 
Eamings per 25p share 


£1 22.6m 


a firm authorised by ICAEW to carr/on'lnprtB^rtt^Snw 3 
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COMPANY NEWS: UK 


Howden to spend £ 15 m 
to diversify fan side 


Registered 
interest in 
BT sale 


Cost controls and improved margins 
help Eurotherm advance to £9m 


By Andrew Bofger 

HOWDEN GROUP will spend 
slam on restructuring the fen 
manufacturers which it has 
taught in an attempt to diver- 
sify out of large-scale contract- 
ing wort 

A. total of £4Gm has recently 
been spent in acquiring Nov- 
enco, a Danish maker of indus- 
trial fens, and Buffalo Forge, a 
"US fan and air- handling busi- 
ness- About 400 jobs will be 
shed in the US, and 250 from 
the enlarged group’s European 
fan division. 

These substantial balance 
sheet provisions were revealed 
yesterday when the group 
reported an increase in pre-tax 
profits from £18. lm to £i8Jm 
over the year ended May 3 
1933. Sales rose from £292L3m 
to £335m. 

Profits were reduced by an 
exceptional charge of £2.46m 
after the final settlement of a 
dispute over tunnelling 
machines which the group sup- 
plied to Denmark. This ended a 
bitter wrangle which 
caused Howden heavy losses 


By Alan Cane 

b 

P&P, the personal computer 
distributor and computing ser- 
vices company, saw pre-tax 
profits double on flat revenues 
in the six months to May 31 
1993, as it continued to recover 
from the effects of the debili- 
tating price war in the per- 
sonal computer business. 

Mr David South worth, man- 
aging director, said the 
improvement confirmed the 
strategic decision to withdraw 
from the distribution of low 
cost, high volume, products to 
concentrate on high value 


and a crash in its share price 
in 1990. 

Mr John Jackson, chairman, 
said Howden '9 prime objective 
was to complete the successful 
integration of the past year’s 
acquisitions, particularly in 
North America. 

Order intake totalled £266m 
(£278m> which was “satisfac- 
tory” in current circ umstance s. 
During the year management 
had responded to a more com- 
petitive environment by cut- 
ting costs, and the overall 
workforce fell by 10 per cent to 
about 4J>00, excluding the Buf- 
falo acquisition. 

Mr Johnny Johnsen, chief 
executive, said he hoped to 
move away from Howden's tra- 
ditional contract business of 
supplying specialised fans for 
power stations, which came 
through erratically. 

Instead, he wanted to focus 
on smaller industrial fans, 
which yielded higher profit 
margins. 

He said business was flat in 
the UK and Europe, but recov- 
ery was firmly established in 
the US. He saw the greatest 


added services, including video 
conferencing and multimedia. 

Profits before tax were cam 
(£lm) from turnover of £121 .8m 
(£119.3m). 

Turnover on continuing 
operations after disposal of the 
high volume business was 
£104 ,8m (£91. 6m). while operat- 
ing profit on those businesses 
was ahead 60 per cent at 

£2 4m 

Fully diluted earnings per 
share were 2.1p (lp) and an 
interim dividend of 0-8p (0.7p) 
is declared. 

Mr Southworth said that 
there was “quiet satisfaction” 


new opportunities in south- 
east Asia and the group was in 
talks about setting up a joint 
venture in China. 

Earnings per share ramp to 
6p (5.5p). A final dividend of 
l.45p on increased capital gives 
a total for the year of 2.2p (2p). 

• COMMENT 

Having finally got out of the 
hole represented by the Danish 
tunnelling contract. Howden 
still has its work cut out. The 
group issued 62m shares in the 
last year to fund acquisitions, 
and analysts estimate that pre- 
tax profits will have to 
increase from £l8.5m to £24m 
just to avoid dilution of earn- 
ings. Focusing on smaller fans 
seems plausible, but the group 
makes no bones that the trad- 
ing outlook is tough - particu- 
larly in Europe and the UK. 
Institutional investors have 
supported the cash rails and 
the shares have risen from 33p 
in October to close unchanged 
at 78p yesterday. They are 
unlikely to advance further 
until the success of the new 
strategy becomes clearer. 


that the group, one of the UK's 
largest personal computer dis- 
tributors, was well on course 
for recovery. 

He said the level of corporate 
investment .was high although 
small businesses were spend- 
ing money on information 
technology only sluggishly. 

Plans to invest were still 
being delayed, moreover, by 
the need to make decisions 
over future technological 
developments. Corporates were 
undecided whether to invest in 
Intel's new Pentium chip tech- 
nology or to opt for Rise tech- 
nologies from other suppliers. 


disappoints 

By Roland Rudd 

THE NUMBER of registrations 
in the sale of the government's 
remaining holding in British 
Telecommunications remains 
well below the number in the 
last sale of BT shares. 

The Treasury yesterday 
announced that after 600,000 
new registrations in the last 
week the total number had 
risen to 5.2m, compared with 
5.25m in 1991. 

However, 2.4m individuals, 
being qualifying BT sharehold- 
ers and eligible BT employees, 
were automatically registered 
compared with 1.1m last time. 

“After excluding those auto- 
matically registered the fig- 
ures are really quite disap- 
pointing," said one 

tolppf muTiniiinfl tinnfi analy st. 

Of those registering, 2m 
chose to go through one of the 
share shops with 1.4m regis- 
tering with the Share Informa- 
tion Office. Applications 
through most share shops 
close July 12 and the public 
offer in the UK closes July 14. 
Trading in the new shares 
starts July 19. 

Mr Stephen Dorrell, finan- 
cial secretary to the Treasury, 
said he believed the result 
showed that BT3 was on 
course for success. 

Those applying through 
share shops will get a greater 
allocation of shares than 
applicants through the infor- 
mation office, if there is a big 
demand. 

UK private investors will 
receive discounts of lOp on all 
three instalments. The overall 
price, which will determine 
the sum payable in the third 
instalment, is to be deter- 
mined by the bids for shares 
made by the institutions after 
the book building exercise gets 
under way tomorrow. 


P&P recovery gathers pace 


NEWS DIGEST 


Ropner 
makes 
£4.1m buy 

ROPNER is - buying DAC for 

appr oximate ly £4.1m cash from 
Rolls-Royce's Northern Engi- 
neering Industries subsidiary. 
The consideration will be 
adjusted depending on net 
asset value on completion date. 

Ropner, with interests in 
engineering, property and ship- 
ping, warned that it continued 
to face difficult trading condi- 
tions and saw no reason for 
expressing great optimism dur- 
ing the present year. 

DAC, based in Burton-on 
Trent, supplies communica- 
tions systems. In 1992 operat- 
ing profits were £654,000 on 
turnover of £5.6m. 

Sedgwick to form 
Chinese offshoot 

Sedgwick, the insurance bro- 


ker, has received permission 
from the People's Bank of 
China to form Sedgwick Insur- 
ance and Risk Management 
Consultants (China), a wholly 
owned subsidiary which will 
be registered in China. 

The new company wiH pro- 
vide frill insurance advice and 
service, with ride management 
support, to foreign joint ven- 
tures and companies and, in 
conjunction with Chinese 
insurance companies, to Chi- 
nese organisations. 

In addition to its existing 
representative office in Beijing, 
the company will be opening 
new offices in S hangh a i and 
Shenzhen. 

Dwyer to sell 
Abbeycentre 

Dwyer, the property invest- 
ment group, is to sell the 
Abbeycentre in Belfast for 
£l£L5m rash , subject to share- 
holder approval 

The Abbeycentre represents 
30 per cent of Dwyer’s property 
portfolio by value, considered 


to be too large for a single 
investment 

The sale will reduce borrow- 
ings by £llm, cutting gearing 
by half to 106 per cent and 
make more than £7m available 
for investment 

Edmond shares fall 
on profit warning 

Shares in Edmond Holdings, 
the housebuilder, fell 4'Ap to 
15p after the company warned 
that profits for the year were 
unlikely to match current mar- 
ket expectations. 

Trading in the first half had 
been in line with expectations, 
in conditions which had con- 
tinued to be difficult However, 
despite signs of recovery in 
some geographical locations, 
the areas in which Edmond 
operates - Humberside. East 
Anglia and south Wales - had 
not experienced any positive 
effects and lower volumes and 
weaker prices had resulted. 

The board did not feel it pru- 
dent to anticipate an improve- 
ment in trading conditions in 


the near future. 

in 1992 the company 
incurred pre-tax losses of 
£1.15m (£1.73m profits). 

Serco makes £3.5m 
Scottish acquisition 

Serco, the international task 
management company, has 
reached agreement with the 
environment secretary for the 
purchase of PSA Building Man- 
agement Scotland for £3.5m. Its 
shares rose 30p to 973p in the 
stock market yesterday. 

The government will meet 
the cost of redundancies, 
should they be necessary, up to 
an agreed figure in the first 
five years. 

BM Scotland offers a range 
of integrated property manage- 
ment services in Scotland, 
principally to the Ministry of 
Defence and government 
departments. 

Yates Brothers 
uncorks 12% rise 

Yates Brothers Wine Lodges, 
the independent drinks group, 
lifted profits before tax by 12 
per cent over the year to 
March 28. 

The increase - from £2.49m 
to £2. 78m - came on turnover 
ahead 24 per cent to £35.3m 
(£28.5m). 

Profits at the operating level 
advanced 22 per cent to £3.42m 
(£2.81m); interest charges 
amounted to £440,000 
(£320,000). 

Earning s per share emerged 
at 9.4p (7.8p). The dividend 
goes up 35 per cent to 2.46p. 

Little change at 
Danae Inv Tst 

Net asset value per income 
share of the Danae Investment 
Trust declined marginally from 
51.79p to 51.68p over the 12 
months ended May 3L The fig- 
ure for the capital shares rose 
from 5Q.76p to 58-6p. 

After-tax revenue edged 
ahead to £563,676 (£549,612), 
equal to basic earnings per 
income share of 7Kp (7.77p). A 
second interim dividend per 
income share of 4J575p makes a 
same-again total of 7.95p. 

New London cancels 
sale to Schhimberger 

New London, the oilfield ser- 
vices group, has cancelled the 
sale of its International Dril- 
ling Fluids unit to Schlumber- 
ger of the US. 

On May 19 New London 
announced that a letter of 
intent had been signed with 
Schhimberger under which it 
would buy IDF for about net 
asset value and pay nearly Elm 
for a 10 per cent stake in New 
London. The deal was intended 
to be signed by June 30. 

Yesterday, New London said 
that revised terms had been 
received which were unaccept- 
able and it was reviewing alter- 
native plans for IDE’s future. 

New London shares fell 2Kp 
to Hip. 



How are British 
investment trusts faring 
in their efforts to attract 
private investors? 


THE TWICE-MONTHLY INTELLIGENCE SOURCE 
ON THE INCREASINGLY COMPETITIVE MARKET FOR 
EUROPE'S HOUSEHOLD SAVINGS 

European Savings Markets (ESM) has been launched to 
provide industry decision-makers with the information they 
need to take full advantage of opportunities in the 
increasingly competitive European market. 

Each issue keeps subscribers fully Informed about 
developments in ail the markets for personal savings, and 
uncovers the strategic questions they need answered in 
order to plan for the future and stay ahead of the 
competition. 

Wfiflt can you learn In what ways do 
from a German life Italians raise housing 
assurer’s distribution finance and bow can 
strategy? you target them? 

Available only on subscription. ESM provides a 
comprehensive insight Into the products and companies in 
the market. It breaks down the information barriers that 
have obstructed understanding of the differing markets for 
savings In Europe. Regularly, every two weeks. ESM 
supplies expert insight and analysis. 

For a FREE sample copy of ESM and subscription details, 
please clip your business card to this advertisement or 
complex the reply slip, and tetum « Roland Eari. FT 
Newsletters. 126 Jermyn Street London SWIY4UJ. 

^ ^ + ^ {0) 71-41 

. IIT IZZbIc c*p§Jfis5l and information about a subscription. 

YES I wish to receive a free sample copy i 

Please send a copy to- Position 

Name "’"I 

Company - 

Address " . . 



Post Code 
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Country- 
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Tad Grifoiffe 

Jack Leonard: doing ‘rather well in adverse conditions' 


By Paul Taylor 

EUROTHERM, the industrial 
process control equipment sup- 
plier, reported a 37 per cent 
increase in interim profits, 
reflecting cost cutting mea- 
sures. improved margins and 
the positive impact of ster- 
ling's devaluation. 

Pre-tax profits increased to 
£9.l9m in the six months to 
April 30, against £6.7lm last 
time, while turnover expanded 
a modest 3.8 per cent to £81m 
(£78. lm) reflecting the 
“patchy" state of the world 
economy, with few countries 
showing strong recovery signs. 

Mr Jack Leonard, chairman, 
said the group had been doing 
“rather well in adverse condi- 
tions,” and had concentrated 
on restoring profitability and 
generating cash over the past 
18 months. 

Tight control on costs, 
including a further reduction 
in the workforce from 2,150 at 
the end of October to 2,080 at 
the period-end, helped boost 
operating profits by 27 per cent 

to £9.27 m. 


Earnings per share jumped 
37 per cent to I3.67p (9.97p) and 
the interim dividend is lifted to 
S5p (3p). 

Net Interest charges dropped 
to £81000 (£608.000) reflecting 
the reduction In net borrow- 
ings made possible by strong 
cash generation. 

Borrowings fell from £7.4m 
at the end of October to 
£l.8m and gearing dropped 
from 1Z9 per cent to 2^ per 
cent 

Looking ahead Mr Leonard 
said that having strengthened 
profitability and the financial 
position of the company “our 
next priority is to ensure a 
resumption of sales growth." 

Provided there is no marked 
deterioration in international 
trading conditions in the sec- 
ond half he expects the group 
to achieve a “significant" full- 
year profit improvement 

• COMMENT 

With alm ost 80 per cent of 
turnover coming from outside 
the UK. sterling's devaluation 
has significantly improved 
competitiveness. Sales are 


lower in Germany where the 
group has a relatively small 
presence, but are holding up 
elsewhere in continental 
Europe and growing strongly 
in the US. The one blackspot is 
the process automation busi- 
ness focused on the UK where 
customers are still postponing 
big investment projects. But 


after cutting the cost base the 
group is well positioned to take 
advantage of any upturn. Pre- 
tax profits this year should 
reach £19.9m producing earn- 
ings per share of 30p. Based on 
yesterday's share price of 591p. 
up 3p. the shares are on a lofty 
but well deserved prospective 
multiple of 19.7. 


Avesco losses £0.2m below forecast 


AVESCO, which serves the 
broadcasting, television and 
video markets, cut pre-tax 
losses from £236m to £1 .35m in 
the year ended March 31 1993. 

The loss was also £200,000 
below the forecast made with 
the £12m rights issue In March. 

Shareholders' funds had 
more than doubled and the 
group was in a much stronger 
financial position, said Mr 
Richard Murray, chairman. 

VideoLogic's planned expan- 


By Chris Tig ho 

TOMORROW'S LEISURE, the 
USM-quoted hotels and leisure 
group, yesterday issued a sec- 
ond warning of losses for the 
year to March 31. . 

The group, which in March 
said it was likely to incur a 
pre-tax loss of more than £lm, 
said the figure would be “sub- 
stantially in excess" of that 
amount-. The shares fell 3p to 


sion continued and its alliance 
with IBM to produce low cost 
multimedia solutions had 
already resulted in the first 
product. Mediator LC. 

Each of the service busi- 
nesses was profitable and their 
outlook for the coming year 
was encouraging with growth 
expected in all areas. 

AVS Broadcast, the televi- 
sion products operation, sub- 
stantially reduced its less in 
the second half and should 


18p on the news. 

The second warning is due 
partly to a downward valua- 
tion of assets, also announced 
yesterday, reflecting current 
market conditions. In 1991-92 
the group made pre-tax profits 
of £731,000. 

Mr John Roberts, a former 
Next director appointed chair- 
man in February, has resigned. 
Mr John Sanderson, the 
founder, who stepped down as 


improve in the current year. 

Turnover in 1992-93 expan- 
ded from £17.9m to £23. 4m. To 
the operating loss of £140,000 
(£1.52m) VideoLogic contrib- 
uted £677,000 (£673,000), televi- 
sion products £558,000 
(£709,000), and services division 
profit £1.05m (£164,000). 

Discontinued activities 
accounted for losses of £5,000 
(£ 202 , 000 ). 

Losses per share came to 2J2p 
I3.4p>. 


chairman and managing direc- 
tor in that reshuffle, has now 
become executive chairman. 
Mr Malcolm Powell has been 
replaced as managing director 
by Mr Stephen Lovely, a char- 
tered accountant previously 
with Coopers & Lybrand. 

Mr Sanderson, whose family 
has recently made a £250,000 
loan to Tomorrow's Leisure, 
said there had been differences 
of opinion. 


Hamper side 
behind 14% rise 
at Farepak 

By Gary Mead, 

Marketing Correspondent 

Farepak, the USM-traded mail 
order distributor and food pro- 
cessor, achieved a 14 per cent 
rise in pre-tax profits to 
£5.5 Lm in the year to April 
30. 

Turnover rose 12 per cent to 
£7 0.5m. The Christmas hamper 
mail order business lifted sales 
15.5 per cent and the total 
number of agents rose 13 per 
cent to 55.000. This division 
provides the bulk of pre-tax 
profits. 

The company was confident 
that its £8Jim investment in 
acquiring 20 year access to the 
mail order database of the 
Littlewoods Home Shopping 
Group and the acquisition of 
the Littlewoods Hamper Busi- 
ness in April this year meant 
that further strong growth 
was anticipated this year. 

A final dividend of 4.1p 
brings the total to S.75p (5p). 


Fresh warning at Tomorrow’s Leisure 
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QATAR NATIONAL BANK 


BALANCE SHEET 


YEAR ENDED 31 DECEMBER 1992 


ASSETS 


Cash and short term funds 


1992 

QR'OOO 


1991 

QR'OOO 


448,371 317.144 


Deposits with banks and 
other financial institutions 

4,303,500 

3,943,298 

Loans and advances 
to customers 

9,368,959 

8,743,580 

Investments 

383,105 

169,538 

Property and equipment 

57,237 

52,137 

Other assets 

245.228 

327.447 

Total Assets 

14.826.400 

13-553.144 

LIABILITIES & SHAREHOLDERS’ FUNDS 

Due to banks 

and other financial institutions 

3,530,429 

1,686,572 

Customers' deposits, provision 
for general banking risks 

9,071,327 

9,863,596 

Other liabilities 

274,796 

301,949 

Proposed dividends 

66.150 

56.700 


32JSMB.BR 

11.908-817 

Shareholders' Funds 

Share capital 

283,500 

189,000 

Statutory reserve 

283,500 

189,000 

General reserve 

1,310,277 

1,259,906 

Retained earnings 

6.421 

6.421 

Total shareholders' funds 

1-883.698 

1.644.327 

Total Liabilities 
ft Shareholders' Funds 

Letters of credit, acceptances, 
guarantees & other obligations 
on behalf of customers 

l4JPfi-4O0 

4-382.570 

13.553.144 

2.272.315 


Chairman & Members 
of the Board of Directors 


H.E. Sheikh Mohammed 

Bin Khalifa ALThani 

Chairman 

HE. Saleh Abo Dawood 
AJ-Muhanadi 

Deputy Chairman 

H.E. Sheikh Hamad 

Bin Faisal Al-Thani 

Member 

Mr. Haider Suleiman Haider 

Member 

Mr, Yousef Hussein Kamal 

Member 

Mr. Abdul Aziz Salatt 

Member 

Mr. Abdulla AdbulAziz 

Al-Khater 

Member 

Mr. Mohamed Marzouq 
Al-Shamlan 

Member 

Mr. Nasser Qassem Darwish 

Member 

Mr. Adel Mi Bin All 

Member 


Mr. Hani Osman El-Dana 




YEAR ENDED 31 DECEMBER 1992 

STATEMENT OF INCOME 

1992 

1991 


QR'OOO 

QR'OOO 

Interest income 

1,018.645 

1,119,781 

Interest expense 

684.992 

783.803 

Net interest income 

333.853 

335,978 

Other income 

123.930 

88.156 

Operating Income 

457,583 

424,134 

General and administration 



expenses 

142,460 

147.185 

Depreciation 

9,602 

6.917 

Total Expenses 

152.062 

154.1Q2 

Profit for tha year 

305.521 

270.032 

STATEMENT OF RETAINED EARNINGS 

Balance at begining of fee year 

6,421 

6,421 

Profit for the year 

305.521 

270.032 


311.942 

276.453 

Transfer to statutory reserve 

94,500 

- 

Transfer to general reserve 

50,371 

213,332 

Proposed dividends 

66,150 

56,700 

Proposed issue of bonus shares 

94.500 

z 


305.521 

270.032 

Balance at the end of year 

6.421 

6.421 
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We have audited tha financial statements of Qatar 
National Bank SA.Q. in accordance with International 
Auditing Guidelines. We have obtained all the 
information and explanations we required for the 
purpose of our examination. 

In our opinion the financial statements present a true and 
fair view of the state of affairs of the bank at 31 December 
1992 and of the results of its operations and the source 
and application of its funds for the year then ended in 
accordance wife accepted banking practice in Qatar. 
Furthermore, in our opinion the financial statements 
comply with Qatar Commercial Companies' Law No.11 of 
the year 1981 and fee bank's articles of association. Also, 
in our opinion, proper financial records have been kept 
and the contents of the Directors' report which relate to 
the financial statements are in agreement with the bank's 
financial records. 

We are not aware of any violations of fee above 
mentioned law or the articles of association having 
occurred during the year which might have had a 
material adverse effect on the business of the bank or on 
its financial position. 

A. Mekhaei, F.C.CJL 
of Ernst & Young 
Auditors Registration No. 59 
Doha, 31 January 1993 
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COMMODITIES AND AGRICULTURE 


De Beers’ diamond sales 
up by 42% in first half 


By Kenneth Gooding, 

Mining Correspondent 

DIAMOND SALES by De 
Beers, the South African group 
which dominates the market, 
reached an unprecedented 
$2.543bn in the first half of this 
year, 42 per cent above the 
depressed total for the first six 
months of 1992. 

But the company cited sev- 
eral special factors which 
helped to boost sales and were 
"likely to prove transitory” 
and warned that "It would be 
unwise to look upon the 
increased level of sales for the 
first half as a reliable guide to 
1993 as a whole". 

Nevertheless, analysts 
suggested that even an average 
second-half performance would 
send De Beers’ rough (uncut) 
diamond sales above the record 
$4.17bn seen in 1988 and 1990. 

"De Beers' market share 
must be as close to 100 per cent 
as it is ever likely to get,” said 
Mr Steve Oke, analyst at the 
Smith New Court financial ser- 
vices group. 

De Beers responded to the 
improvement by increasing its 
purchases from producers who 
belong to the cartel organised 
by Its London-based Central 
Selling Organisation. In Sep- 
tember the CSO told producers 
to cut deliveries by 25 per cent 
as it struggled to bring rough 
diamond supply and demand 
back into balance following a 


huge surge . In unofficial 
exports from Angola. 

These “producer delivery 
entitlements" were raised to 80 
per cent in May and yesterday 
went to 85 per cent. In Febru- 
ary the CSO made its first 
price increase for three years, 
averaging a modest 1.5 per cent 
and concentrating mainly on 
stones above three quarters of 
a carat in sixe. De Beers said 
the transitory elements in its 
first-half figures included: 

• A relative lack of uncut 
stones from Angola and Zaire, 
both affected by severe politi- 
cal disruption: 

• A shortage of Russian pol- 
ished diamonds in the first 
quarter (which analysts 
suggested was caused by 
bureaucratic bungling); 

• Buoyant demand from India 
caused both by various budget- 
ary incentives - including the 
increased convertibility of the 
Indian currency - and a rise in 
exports to the US. 

• Restocking in the cutting 
centres and some consumer 
markets, particularly the US, 
the most important market for 
gem diamonds, where Christ- 
mas sales were up substan- 
tially both in volume and value 
terms. 

De Beers said there had been 
some recent increase in dia- 
monds from Angola, Zaire and 
Russia. The US government 
had sold $77m worth of rough 
stones from its strategic stock- 


pile and planned more sales 
later this year. The present 
market for polished diamonds 
was not as strong as that for 
rough stones and no dramatic 
improvement in retail sales 
could be expected until there 
was a resurgence of world eco- 
nomic activity, it added. 

Mr Oke at Smith New Court 
suggested a great deal of De 
Beers' extra first-half sales 
came from re-stocking rather 
than any substantial improve- 
ment in retail diamond sales. 
“The stones are in the pipeline. 
But if there is no retail action 
to suck them through, whole- 
salers will sit tight and buy no 
more. But even an average sec- 
ond-half sale of $1.7bn would 
take 1993 sales to $4.2bn or 
$4.3b*i - a significant Improve- 
ment on recent years.” 

Mr Michael Spriggs, analyst 
at tiie S.G. Warburg financial 
services group, said the figures 
pointed to a "welcome reduc- 
tion in De Beers' diamond 
stockpile”. The group might be 
able to restore the recent divi- 
dend cut as well as soon 
restore the offtake from pro- 
ducers’ to 100 per cent, be 
added. 

The figures were only 
slightly ahead of many ana- 
lysts’ expectations and De 
Beers share price, which had 
risen by $1.50 this week In 
anticipation of the announce- 
ment, was unchanged yester- 
day at $18.10. 


New York coffee prices surge higher 


By David Blackwell 

THE NEW YORK arabica 
coffee market, closed on Mon- 
day for Independence Day, 
surged ahead yesterday in 
reaction to the Latin American 
plan to retain 20 per cent of 
coffee exports from October 1. 

The nearby July contract 
was up 5.5Q cents a lb at 69.05 
cents a lb in late trading. 
Robusta coffee on the London 
Commodity Exchange followed 
New York upwards. The Sep- 
tember contract added a fur- 


ther $24 to Monday's $24 
advance, closing at $977 a 
tonne after, touching a high of 
$1,000 earlier in the day. 

Ms Judy Canes, analyst with 
Merrill Lynch in New York, 
said the move was purely psy- 
chological, pointing out that 
"the Latin American scheme 
does not address the problems 
of overproduction”. Ms Ganes 
also believes that estimates of 
20m bags (60 kg each) in con- 
sumer hands are grossly 
understated, and will rise fur- 
ther as producers take advan- 


tage of higher prices. 

“Remember that this scheme 
will not kick in for another 
three months,” she said. 

Much of the drive behind the 
price rise was short-covering, 
which then triggered stop-loss 
buying orders and attracted 
further speculative and fund 
buying. But one London trader 
pointed out that coffee buyers 
had plenty of time to take the 
long view, and they will be 
waiting to see how the details 
of the Latin American scheme 
are worked out 


MINOR METALS PRICES 


Prices from Metal Bulletin (last 
week's in brackets). 

- ANTIMONY: European free 
market 99.6 per cent, $ per 
tonne, in warehouse, 1.540- L580 
(1.540-1.600). 

BISMUTH: European free 
market, min. 99-99 per cent, $ 
per lb, tonne lots in ware- 
house, 2-25-250 (same). 

CADMIUM: European free 
market, min. 99.5 per cent, $ 
per lb, in warehouse. 0.44-050 
(same). 

COBALT: MB free market. 
99.8 per ceut, $ per lb, in ware- 


house, 1250-13.35 (12.30-1350); 
995 per cent, $ per lb, in ware- 
house. 950-10.30 (950-10.00). 

MERCURY: European free 
market, min. 9959 per cent, S 
per 76 lb flask, in warehouse, 
115-135 (same). 

MOLYBDENUM: European 
free market, drummed molyb- 
dic oxide, $ per lb Mo, in ware- 
house, 255-250. 

SELENIUM: European free 
market min 995 per cent. $ per 
lb, in warehouse. 4.705.40. 

TUNGSTEN ORE: European 
free market, standard min. 65 


per cent, $ per tonne unit (10 
kg) W0 3 . cif, 27-39 (same). 

VANADIUM: European free 
market min. 98 per cent $ a lb 
V s O a , cif, 1.30-1.40 (same). 

URANIUM: Nuexco exchange 
value, $ per lb, U,0„ 7.00 (7.10). 


LME WAHWOMB STOCKS 

(As at Monday's dose) 


tonnes 



AluiUnlum 

+1.700 

10 1X01X75 

Copper 

. -175 

to 446,900 

Lead 

uncbgd 

to 261X00 

Nfcfcd 

+1X32 

to 86X66 

Zinc 

+7X75 

to 697.475 

Tin 

-105 

to 20X65 



Economic 
gloom hits 
metal prices 

By Kenneth Gootflng 

THE GLOOMY economic 
outlook for most of the world's 
big industrial countries was 
reflected by metals markets 
yesterday as nickel prices 
dropped to the lowest level for 
5 Vi -years, lead fell to a 
seven-year low and tin slipped 
back towards its recent 20- 
year low. 

With most of continental 
Europe gripped by recession, 
recovery In Japan stiD months 
away and a for from robust 
recovery in the US , “the 
chances of a demand-lead 
boost for metals in the remain- 
der of this year are slim,” said 
Mr Angus MacMillan, research 
manager at BiUlton-Entboven 
Metals, a Royal/Dutch Shell 
subsidiary. 

Nickel was also badly 
affected by a rise in London 
Metal Exchange stocks 
reported yesterday following a 
steady fall totalling 10,000 
tonnes in June. Traders said a 
ship carrying between 6,000 
and 12,000 tonnes of Russian 
nickel had arrived in Europe. 

“There is more than enough 
nickel around to justify a fur- 
ther fall in price,” said Mr 
Wiktor Blelski, analyst at 
Bain & Company, part of the 
Deutche Bank Group- 

Meanwhile, traders 
suggested tin for delivery in 
three months might be on its 
way to the $4,990 a tonne, the 
20-year low touched recently. 
i*ad , suffering from a huge 
contraction of demand from 
European and Japanese car 
makers, touched $388 a tonne 
yesterday before recovering 
slightly by the close. 


Oil market edges up from lows 
despite fears of Iraqi return 

f f ■■■■■■ ■■■■■-> fTrn mdnoonmanf /wnci tonf-« decide how to accon 




By Deborah Hargreaves 

OIL PRICES edged upwards 
yesterday after hitting 18- 
month laws over the weekend, 
although the market remained 
nervous about talks between 
Iraq and the United Nations 
which are due to begin today . 
The talks will cover the sale of 
$ 1. 6b n- worth of Iraqi oil to the 
export market to pay for 
h umamtarian aid. 

“We're all biting our nails," 
said one oil company trader. 
Oil prices rose by about 20 
cents to $1755 a barrel as some 
market traders suggested that 
there had been an overreaction 
to last week’s fears of an Iraqi 
return when prices plunged to 
$16.80 a barrel. 

“I think the chances of Iraqi 
oil coming back have improved 
from zero to say, 12 per cent, 
it’s still not a done deal” said 
Mr Vahan Zanoyan, director at 
Petroleum Finance Company, 


the management consultants 
in Washington. 

Ba ghdad frag signalled that it 
is softening its hostility to cer- 
tain mnttttinnc attached to the 
oil sale, such, as the monitoring 
of sales by the UN. The UN has 
also insisted that it keep the 
proceeds of the sale for buying 
food and medicines which it 
will then distribute. 

The New York talks are 
expected to last at least two 
weeks as they will focus on 
wide-ranging issues such as 
Iraq’s compliance with UN 
weapons inspections and Bagh- 
dad's treatment of the Kurds. 

The talks are likely to exam- 
ine many technical aspects of 
the UN’s conditions. If agree- 
ment is reached it could then 
take more than a month for 
Iraqi oil to appear on the mar- 
ket. That would give the 
Organisation ol Petroleum 
Exporting Countries time to 
.hold an emergency meeting to 


decide how to accommodate 
500,000 to 600.000 barrels of 
Iraqi oil a day in the market 

Mr Jean Ping, of Gabon, the 
present Opec president, has 
signalled that he sees no imme- 
diate need for an emergency 
meeting and has kept in touch 
with other ministers by tele- 
phone. . 

If the Iraqi oil does not reach 
the market before the final 
quarter it will be accommo- 
dated more easily as demand 
for Opec oil is forecast to rise 
by about lm b/d by then. 

The immediate problem for 
the market is the high level of 
stocks held in the US and 
Europe. The International 
Energy Agency - the west’s 
energy monitoring body - said 
in Its latest oil report that 
stocks had increased at a rate 
of 1.4m barrels a day during 
May. Refineries had been buy- 
ing forward because of cheap 
crude prices, it added. 


World offshore output forecast to rise 


By Deborah Hargreaves 

WORLD OFFSHORE oil 
production is forecast to rise 
by IS per cent to 943m tonnes 
by 1995 with most of the 
increase coming from the UK 
and Norwegian sectors of the 
North Sea, according to a 
report released today by 
Mackay Consultants, the man- 
agement consulting group. 

Mackay expects North Sea 
offshore output to increase by 
41 per cent with Norway 
remaining the world’s largest 
offshore producer for the rest 
of the decade. 

But the report suggests 


world-wide exploration activity 
will be fairly static. Although 
the number of exploration 
wells is expected to rise from 
1517 last year to 1,134 in 1995. 
that would still be below the 
level of drilling in 1991. 

The report shows a 20 per 
cent drop in exploration and 
appraisal drilling in the UK 
with around 105 wells being 
sunk by 1995. Mackay says it 
has reduced its forecasts as a 
result of changes to Petroleum 
Revenue Taxes announced in 
tiie UK March Budget, which. 
abolished tax relief for explora- 
tion work. 

Expenditure on the offshore 


sector worldwide is estimated 
to grow by 8 per cent in the 
next two years to 834bn. But 
spending in the UK sector is 
expected to fall from $8.3bn 
last year to $5.6bn in 1995 as 
the emphasis shifts towards 
developing smaller fields. 

World offshore gas produc- 
tion is forecast to grow by 18 
per cent by 1995 to 442bn cubic 
metres. 

• Prospects for the World Off- 
shore Oil and Gas Industry 
1993-1995. Mackay Consultants, 
Ballantyne House, 84 Academy 
Street, Inverness, IV1 1LU, 
Price: £500. 


Companies 
confident on 
Azeri deal 

By John Uoyd fin Baku ; 

WESTERN OIL co mpan ies; 
hoping for. contracts from the 
exploitation of the massive 
reserves of the Caspian Sea are 
I nc reasin gly confident that the 
new government of Azerbaijan; 
will be persuaded to retain tiie 
same general course as the pre- 
vious one, and that - contracts 
worth ultimately up to $Etbn 
should be signed in the 
autumn. . 

Some oil men m Baku 
believe that Mr Sabit Bagirov, 
the head of the state oil com. 
pany Socar, who had appar- 
ently resigned more than a 
week ago. will rem a in in his 
post after. alL • 

“Bagirov has learned a. lot 
about how to deal with ffie ofl 
companies and he’s an honest 
man,” said Mr Oguz Capan, 
president of the Attila Dogan 
corporation of Turk ey, the flrst 
company to sign a contract for 
the exploitation of on-shore 
reserves 100 km south of Baku. 
“I think he’ll stay.” - - 

About 4.5bn barrels of 
reserves have been proved or 
es timat ed in the Azeri part of 
the Caspian and more is expec- 
ted. Investment of between 
$9bn and $l2bn will go into the 
field. 

The oil companies, . which 
include Amoco, BP, Pennzoil 
and StatoiL had agreed in prin- 
ciple with the populist govern- 
ment of Mr Abulfaz Elchlbey, 
before it was replaced recently 
by hardliners, to unify their 
approach to the field 

However, the new leadership 
this week reassured .senior 
company officials that it 
wished to continue co-opera- 
tion with them. 


Bleak picture painted of Canadian fishery prospects 


By Bernard Simon in Toronto 

SCIENTISTS HAVE painted a 
bleak picture of Canada's east 
coast fishery, warning that a 
substantial and permanent cut 
in the catch is required to 
rebuild stocks of cod and other 
fish species. 

The scientists, employed by 
Canada's department of fish- 
eries, presented a detailed 
report in Halifax. Nova Scotia, 


yesterday at the first public 
meeting of the Fisheries 
Resource Conservation Coun- 
cil, a joint government, indus- 
try and scientific group with a 
mandate to advise the govern- 
ment on annual fishing QUOtaS 
and fishery practices. 

The FRCC’s work is expected 
to play a crucial part in draw- 
ing up Canada's case to the 
North Atlantic Fishing Organi- 
sation, which sets an annual 


quota each autumn for the 
area outside Canada's territo- 
rial waters. 

The east coast fishery has 
been devastated in recent 
years by the virtual disappear- 
ance of northern cod stocks. 
The Canadian government 
imposed a two-year morato- 
rium off the coast of New- 
foundland last July, putting 
about 20,000 fishermen and 
plant employees out of work. 


Government officials have indi- 
cated recently that the morato- 
rium may be extended beyond 
1994 and to other parts of the 
Atlantic coast. 

Mr Herbert Clarke, the 
FRCC’s chairman, said yester- 
day that “the state of the 
stocks has worsened dramatic- 
ally In the last few years. Many 
are in decline and a number of 
stocks are at historical low lev- 
els”. 


The scientific report noted 
that past assessments had gen- 
erally over-estimated potential 
catches. It warned that “Imme- 
diate and medium-term pros- 
pects [for rebuilding stocks] 
are poor”, adding that “the 
necessary drastic reductions in 
fishing mortalities can only be 
achieved by substantially 
decreasing fishing effort and 
these reductions need to be 
permanent.” 


Norway calls for correction of deficiencies in EC regime 


By Karen Fossil In Oslo 

NORWAY YESTERDAY spelt 
out a long list of demands on 
fisheries to the European Com- 
munity and pointed out defi- 
ciencies in the EC's regime 
that would have to be cor- 
rected if it was to become a 
member. 

“The outcome of the mem- 
bership negotiations in this 


area will play a decisive role in 
determining the public attitude 
on Norwegian accession to the 
community.” it warned Brus- 
sels officials. 

Mr Jan Henry T. Olsen, the 
anti-EC fisheries minister, reit- 
erated that Norway had no 
more fish to give away to the 
community. 

•Norway failed to get the 
backing for EC membership in 


a 1972 referendum partly 
because the community 
adopted a fisheries policy 
shortly before it was going to 
make the decision to join. 

Key issues in the discussions 
this time include mutual 
access to waters, management 
and conservation, control of 
quotas and technical regula- 
tions, structural matters, 
market access and market 


organisation. 

Norway attached the great- 
est importance to the continua- 
tion of its regime ensuring con- 
trol and sustainable 
management of marine 
resources and aquaculture 
activities. 

It said recognition by the EC 
of the fundamental relation- 
ship between Norway's coastal 
population settlements and 


fish resources was essential 
Norway demanded arrange- 
ments to ensure that fishing 
quotas remained at the dis- 
posal of member states to 
which they had been allocated. 
It attached particular impor- 
tance to stringent enforcement 
of quotas and technical regula- 
tions while Insisting that it 
must be allowed to uphold its 
own first-hand sales system. 


WORLD COMMODITIES PRICES 


MARKET REPORT 

Precious metals were sharply higher 
on the London bullion market as 
aggressive US fund activity 
followed Middle East speculative 
buying rn the morning to push 
GOLD, SILVER and PLATINUM 
to fresh highs. Gold was fixed in 
the afternoon at $391 .65 a troy 
ounce, a fresh high since the 
outbreak of the Gulf War, against 
a morning setting of $388. Silver 
built on overnight and early gains 
to reach $5.07 a troy ounce at its 
fix, a 35-month high. Platinum 
jumped over $10 from morning 
levels to fix in the afternoon at a 
27-month high of $40455 a troy 
ounce after $39350 earlier. The 

London Markets 
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COCOA - LCB 


C/tonne LONDON METAL EXCHAMOB 


speculative buying began with silver 
during the overnight Far East 
session and then spilled over into 
gold and platinum. “There were 
some extremely large orders being 
put around," one dealer said. 
Despite bouts of profit-taking In 
New York, aggressive fond buying 
of gold, silver and platinum 
maintained early highs. London 
dealers said the gold market would 
now be looking for a strong dose 
in New York as a sign that $400 
is on the cards. “ We‘11 see it some 
time this week, but we'll probably 
get a minor pull-back first," said 
a New York dealer. 

Compiled from Reuters 
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SOYABEAN OIL 80X00 lbs: cents/R) 


Copper and lead prices ere now expressed m dotal per tonne 


LONDON BULLION MARKET 

(Prices supplied by N M BpthschM) 

s 

I 

I 

S price 

C equivalent 

Close 

Opening 
Momtng fix 
Afternoon ftx 
Coy's high 
Ctoy's low 

301X0-382X0 

387X0087X0 

388X0 

391X6 

393X0-393X0 

387.00-387X0 

C37X18 

250X1 B 


New York 



Close 

hevtous 

HitfYLow 


JU 

959 

355 

970 

053 

Sep 

964 

978 

983 

977 

Dec 

1007 

1000 

1017 

1001 

Mar 

1030 

1029 

1042 

1028 

May 

1051 

1040 

1049 

1047 

JU 

1073 

1070 

1075 

1075 

Sep 

1094 

1093 

1092 

1085 

Dec 

1115 

1115 

1118 

mo 

Mor 

1140 

1144 

1154 

1140 

May 

1160 

1169 

1158 

1152 


COFPEE *C" 37,500b*; eentsflbs 


GOLD 100 tray ozj S/tray oz. 


Loco Ldn Mean Gold Landing Rates (Vs USSJ 


1 month 

2 nvjiSn 

3 months 


7A1 6 months 

2.50 12 months 

2.60 


2.61 

264 


Silver llx 


prtroy ez 


US eta eqUv 


Spot 

3 months 
6 months 
12 months 


338.90 

341.70 

34630 

355X0 


507.00 

51085 

514.85 

524-50 


OOLD COINS 


S price 


C ecMvalent 


Krugerrand 392X0-355X0 260X0-262.00 

Map* IohI 403X0-406.75 - 

New Sovereign B2.SO-B5XO 61X0-63X0 


TRADED OPTIONS 


TumowrtS ffltete of 0,260 kg 


Atantohun (99 n) 


Dale 


Puts 

Strata price S tonne 

Aug 

Oct 

Aug 

Oct 

1225 

39 

65 

22 

44 

1250 

26 

52 

34 

57 

1275 

17 

40 

40 

73 

Copper (Grade A) 


Cans 


Puts 

1900 

U 

109 

30 

80 

1950 

64 

83 

62 

84 

2000 

33 

82 

81 

1 12 

Coflee 

Sep 

Nov 

Sep 

Nov 

SSQ 

131 

134 

3 

10 

900 

87 

98 

0 

22 

9S0 

52 

65 

24 

41 

OflCTa 

Sep 

Dec 

Sep 

Dsc 

725 

38 

54 

IB 

33 

TEC 

24 

41 

29 

45 

775 

IS 

32 

45 

61 

Brant Cnide 

Aug 

Sep 

riug 

Sep 

1700 

27 

60 

17 

37 

1730 

8 

34 

45 

55 

ia» 


19 

92 




Close 

Previous 

Hlgh/Low 


JU 

392X 

385X 

0 

0 

Aug 

393.1 

388.7 

394X 

391.1 

Sep 

394.1 

387.7 

392X 

392.5 

0« 

395X 

388.7 

397.0 

393-5 

Deo 

307.1 

39QX 

398-5 

3950 

Fsb 

308X 

392-3 

400.1 

307X 


400X 

394.0 

401 X 

309.0 

Jun 

402 2 

395X 

*Q2X 

4020 

Aug 

404 JO 

307.4 

403 X 

403.5 

PLATINUM 60 troy oe Sriroy oz. 


Gloss 

Previous 

Hlgh/Low 


JU 

406X 

381.3 

40TX 

3880 

Oct 

409.1 

383X 

4130 

4010 

Jen 

400.8 

304JJ 

4110 

4030 

Apr 

41 0.1 

3945 

0 

0 

SAVER SXQO troy os cents/troy oz. 


Ctose 

Previous 

ttgVLow 


JU 

S09X 

486.1 

5110 

4990 

Aug 

610.9 

487,4 

5080 

6060 

Sep 

612X 


5185 

503.0 

Dec 

S17X 

49<2 . 

519X 

6080 

Jan 

S18X 

494X 

0 

0 

Mar 

522X 

499.0 

5250 

515X 

May 

526.7 

502X 

5270 

5180 

JU 

63(L2 

806 3 

6300 

5290 

Sep 

534.0 

8O0X 

0 

0 

Dec 

530.7 

615X 

6430 

530,0 


HWH ORAOe COPPER 25X00 (OS: cervtsfltw 



Close 

Previous 

Mgh/Low 


JU 

8876 

87.10 

87X5 

86X0 

Aug 

8700 

8745 

8700 

88X0 

Sep 

8706 

87.75 

84X0 

88.70 

Oct 

8740 

87.70 

0 

0 

NOV 

87X5 

87.70 

0 

0 

Dec 

87X5 

87X5 

87.96 

87X0 

Jan 

87X5 

87.65 

87.70 

87.70 

Feb 

87.75 

87X5 

0 

0 

Mar 

87X5 

87.76 

97X0 

87.10 

Apr 

87X6 

87X0 

0 

0 

CRUDE OR. (U0M3 42000 US goes S/banal 


Latest 

Previous 

rtghftxw 


Aug 

1807 

1705 

1844 

16X3 

Sep 

18X1 

1808 

18.80 

18X8 

Oet 

18X0 

18X4 

18X8 

18.70 

NOV 

1AX0 

18.78 

10.03 

18X0 

Dec 

10.17 

1806 

1904 

19.10 

Jan 

1004 

10.11 

10X7 

1906 

Feb 

1044 

1902 

1045 

19.40 

Mar 

10X5 

10.31 

19X6 

1945 

Apr 

19X0 

1808 

10X0 

10.60 

May 

19X4 

19.45 

10.64 

10.84 



Ctose 

Previous 

High/Low 


JU 

70X0 

63X5 

7195 

64X0 

Sep 

71.05 

64.70 

72X0 

66.76 

Dec 

73,10 

87.10 

7X10 

80.75 

Mar 

75X0 

69X0 

76X0 

72X0 

May 

77.00 

71.00 

76.75 

78X0 

Jul 

78.60 

72.60 

0 

0 

Sep 

8000 

7000 

60X0 

78.00 

Dec 

8330 

7730 

0 

0 

SUGAR WOULD * 11 * 112X00 tbs centsriba 


Ctose 

Previous 

HtoMLow 


Oct 

1675 

70X4 

>080 

1045 

Mar 

10X8 

1040 

10X0 

1040 

May 

1053 

loxa 

10X5 

1047 

JU 

1040 

10X2 

1040 

10X5 

Oct 

1009 

1003 

10 x 0 

10X5 

CCTton 50X00; centsribs 


Ctose 

Prevtots 

Hgh/Low 


JU 

64X5 

53.75 

84X0 

54X0 

Oct 

6747 

58X5 

38X0 

5055 

Dec 

56.15 

56X0 

6638 

58X7 

Mar 

59.05 

57X0 

58.20 

57.96 

May 

59.62 

56X1 

59.75 

58.05 

JU 

8010 

58.75 

0 

0 

Oct 

80.00 

50.75 

0 

0 

Dec 

00.80 

60-15 

80.7b 

WJ8 

ORANQE JUICE 15.000 lbs; centsribs 


Ctose 

Previous 

Hgh/Low 


JU 

12400 

12405 

12440 

120X0 

Sep 

128.55 

126X5 

127 JO 

124.10 

Nov 

129X0 

129.05 

130.10 

127X9 

Jen 

131X0 

131.10 

131X0 

129X0 

Mar 

133X0 

133.50 

133X0 

130.00 

May 

133.46 

133X0 

132.90 

131X0 

JU 

13345 

133X0 

133X0 

133X5 

Sep 

13345 

133.00 

0 

0 

Nov 

13345 

133. OQ 

0 

0 
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Previous 

W£Wow 


JU 

25X5 

23X5 

23.15 

24X5 . 

Aug 

24X0 

23X0 

24X0 

2445. 

Sep 

25X2 

24X2 

26X2 

24X0. 

Oct 

25-13 

24,13 

25.13 

24X3 

Dec 

26X3 

24X5 

25X5 

26X2 

Jon 

25X8 

24X8 

25X9 

25X5 

Mar 

2545 

2445 

2S45 

25.10 

May 

2547 

24X0 

25X0 

25X5 

JU 

23X5 

2445 

25X5 

25X0 

Aug 

ZSX2 

24 43 

0 

c 

SOYABEAN MEAL 100 ttms; S/ton 



Ctose 

Previous 

Hlgh/Low 


JU 

220.7 

206X 

221.0 

214X 

Aug 

215X 

205.9 

21 5X 

21 32 

Sep 

216X 

20SX 

218X 

214.0 . 

Oct 

218.7 

208.7 

216J 

21 42 

Dec 

21 ax 

208,2 

218-2 

218X 

Jan 

217.7 

207.7 

217.7 

21 5X 

Mar 

277X 

207-0 

21 rx 


May 

217X 

207.0 

217X 


JU 

216X 

203.5 

21 ax 

213X 

Aug 

21 6X 

206.5 

21&6 

215X - 


MAIZE 5.000 bu mliTT canu/SOb Bushel 



' Ctoae 

Previous 

MQWLow 


JU 

240/4 

231/4 

842/4 


Sep 

249/2 

238/4 

250/4 

242/4- 

Dec 

258/4 

248/B 



Mar 

264/p 

235/0 

360/3 

ssam 

May 

268/4 

259/0 

270/0 

284/4 . 

JU 

289/4 

260/6 

270/4 

264/0- - 

Sep 

257/0 

252/2 

259/0 

.257/0 

Doc 

253/2 

249/4 

255/0 

. 251/4 


WHEAT SXQO bu min; cant— Oto-buNref 



Ctoae 

Previous 

Hlgh/Low 


JU. 

313/0 

302/2 

322/0 


Sep 

312/3 

302/4 

322/0 


Dog 

322/4 

313/4 




337/0 

318/4 

334/4 


May 

324/0 

313/D 

333/0 

320/0 


317/0 

30&/0 

318/0 

310/0 


LIVE CATOE 40X00 bKcentaflhs 



Close 

Ambus 

Hlgh/Low 


Aug 

74X00 

T&ASO 

76X50 



74X50 

75.476 

73X00 



75X50 

75.725 

75X00 



75X23 

75X26 

7SX00 

75.100 

Apr 

76X00 

76.673 

76X50 

75250 

Jim 

73X50 

73X00 

73.000 

73X00 

Aug 

72X00 

71475 

72X50 

72X2S 


UVE HOG8 40X00 lb; oantariha 


REUTBtS (BaecSepwmbar 18 1931 a Ipp) 

JU8 Jul 5 mnth ago yr ago 

167BJ 168ft* 1667.7 15JQ.1 

DOW JONES (Base: Pec. 31 IBM - 1 QQ) 

JU 8 JU 2 mnth ago y r ago 



Ctose 

Previous 

wghrixw 


Jul 

40.125 

49X75 

48X25 

40X75 

** 

47X25 

47X00 

48JOO 

47.87b 

Oct 

43.750 

43X00 

44X00 . - 

43X00 

Dec 

44X50 

43X75 

44X00 

.44X00 

Fab 

45.100 

44X00 

46X50 - 

44.700 

Apr 

43X00 

43X00 

44X00 . 

43X00 

Jun 

40.730 

49.100 

*3.750 

48X00 

JiJ 

49X00 

48X60 

49X00 

48X00 


PORK BELUes 40.000 hrawsh 


Spot n/a 
Futures n/a 


123.18 

123.78 


rva 

n/a 



Ctoae 

Prevtoue 

Htfi/LbW 


Jut 

37X75 

30X00 

38.100 

38X00 


38X25 

35X25 

37X00 

36.750 . . 

Feb • 

45X76 

43X78 

45X75 

44X60 

Mar 

45.150 

43.150 

45.150 

44:150 . 

May 

*5X00 

43X00 

45X00 

0 ‘ 

JU 

*3.800 

41,600 

43X00 

•43.000 ' 

Aug 

*6X00 

44.000 

48.000 ' 

46X00 
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Firm pound and gilts boost shares 




By Steve Thompson 


Strtm * Performance 

and guts, coupled 

with a better than expected 
opening by Wall Street aS 
good gains across most Euro- 
pean bourses, helped the 
recently bruised UK equity 
market stage a good recovery 
yesterday. * 

The FT-SE 100 Index, having 
plummeted more than 60 
points during the previous 
. three trading sessions, stabi- 
lisea and closed 9.6 better at 
2,848 1. with dealers encour- 
aged by a sharp increase in the 
volume of business gome 
through the market after Mon- 
day s dismal turnover levels. 

Sterling’s continuing 
strength and that of the gilts 
sector prompted talk around 
the City of London that a 
reduction in UK interest rates 
is not entirely out of the ques- 
tion, while there was also spec- 
ulation in foreign exchange 
markets that a further cut by 
the Bundesbank is not beyond 
the realms of possibility. 

Dealers said worries that the 
recovery in the UK economy, 
so long in coming, could be 
fading had triggered the latest 
rate cut stories, although they 
stressed that there was no 
great conviction behind the lat- 
est speculation. 

Recent data on money sup- 
ply and consumer credit has 
. pointed to a slowing in the 
economy, while the latest sur- 


vey from the Institute of Direc- 
tors showed the first fall in 
Business confidence since 
Britain’s withdrawal from the 
exchange rate mechanism last 
year. Another dampener for 
the market came with a Gallup 
opinion poll suggesting that 
manufacturers are adopting an 
increasingly gloomy outlook 
for exports as the rest of 
Europe moves into recession. 

There was also an element of 


uncertainty in markets ahead 
of the G7 meeting in Tokyo 
which commences today. 

London’s stock market maA. 
a bright start to the day, led 
higher by a strong opening by 
the Footsie future. The latter 
was in positive territory all 
day, although traders spoke of 
miserably low levels of busi- 
ness in the derivatives areas of 
the market. 

Opening almost five points 


higher at 2#3, the FT-SE 100 
moved progressively ahead, 
touching the day’s best, 123 
up at 2351.4 in mld-moming. 
before easing off to finish 
at 2348.1. 

The FT-SE Mid 250 Index 
delivered an equally good per- 
formance, ending the session 
13.1 stronger at 3,232.1. 

Turnover in equities showed 
a welcome improvement from 


Monday's thoroughly 


— trading volume in major stocks 
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Sears sells 

Asprey 

holding 


THE DECISION by Sears to 
sell its 25 per cent stake in 
Asprey saw more than 20m 
shares being sold into the mar- 
ket, with Smith New Court, 
newly appointed yesterday as 
Asprey’s broker, placing the 
stake in a bought deal. Smith 
refused to divulge details of 
the exercise, but marketmak- 
ers said they believed the bro- 
ker got most of the stock away 
at 267p. The price Smith paid 
for the stake was unknown. 

Details of the share placing 
had not appeared on the Seaq 
information service yesterday 
- prompting some speculation 


main shareholder, Postel. to 
secure its future. “It is another 
sign that the financiers see a 
healthy future for the sector," 
said one property analyst. 
However, speculative investors 
in Greycoat, who had piled in 
to the 9*/» per cent preference 
shares on Monday ahead of the 
well-publicised negotiations 
with Postel and pushed the 
price up 1714 to 51%p, saw most 
of their gains evaporate. The 
stock ended 11*4 down at 39p, 
after 34p. The ordinary shares 
lost 2 at L7p. 

Meanwhile, BZW took the 
opportunity to raise its fore- 
cast for average capital value 
movements for 1993/94. How- 
ever. in spite of pent-up invest- 
ment demand for “quality” 
properties estimated at £7bn. 
the broker believes that prop- 
erty shares will soon enter a 
period of consolidation. Among 
the majors yesterday, MEPC 


FT-A All-Share index 


1.460 - 

1.440 • - ■■■ 

1.430 

7.420 -j 

E W 

1,390 m 

1.380 V- 

1.370*— * 


Equity Shares Traded 


Tumovar by volume (mStan) 
Excluding: Inna-imtai 
business and overseas turnover 


that perhaps- not all the shares .moved ahead 8 to 402p. Ham- 


had been placed. Sears also 
converted its 183m non-voting 
participating preferred shares 
into 4im 8.25 per cent prefer- 
ence shares, which were subse- 
quently placed with around 65 
institutions by Collins Stewart, 
the stockbroker. The prefer- 
ence share placing was 
“heavily oversubscribed", 
according to Collins Stewart 
Sears also said it was closing 
down a loss-making Dutch 
mail order business. The costs 
of this virtually wiped out the 
profits - some £7m - made 
from the Asprey sale. The 
shares closed a halfpenny off 
at 98‘.4p, while Asprey put on 5 
at 293p. 


merson U A” 9 to 290p, Land 
Securities 9 to 585p and British 
Land 7 to 328p. 
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Food stocks hit 


Greycoat deal 

Property shares showed good 
gains in the wake of the deal 
agreed by Greycoat with its 


NEW HIGHS AND 
LOWS FOR 1993 


Broker and institutional pre- 
sentations by a number of food 
manufacturing groups led to a 
welter of downgrades in the 
sector yesterday. United Bis- 
cuits appeared to be the hard- 
est hit as three profit down- 
grades were reported by 
dealers following meetings in 
the City. BZW. C-azenove and 
Hoare Govett were all said to 
have reduced their forecasts, 
with the blame being attached 
to difficulties being encoun- 
tered by UB in passing on ris- 
ing costs to the powerful food 
retailers. UB shares tumbled 7 
to 374p. 

Elsewhere, Unilever recov- 
ered from talk of a downgrade 
by SG Warburg to advance 5 to 
1005p. Hillsdown's forecasts 
were reported to be under 
review by a number of houses. 
The shares slipped a penny to 
143p. 
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Granada active 

Granada underlined its pred- 
atory intentions in the televi- 
sion sector with another move 
into the market to pick up 
stock in London Weekend Tele- 
vision. The catering to leisure 
group bought a further 4£m 
preferred shares in LWT at 
500p each, taking its stake up 
to 19.99 per cent. The shares 
crept up a penny to 483p. Gran- 
ada retreated 4 to 417p. 

Leisure and media analysts 
were sceptical over press 
reports that the two groups 
were discussing a merger, par- 
ticularly prior to the govern- 
ment’s expected prounonnee- 
ment's on the very subject, due 
by the end of the year. 

Drugs stocks Glaxo and 
Wellcome shrugged off recent 
weakness to register sharp 
advances. Dealers said that the 
corrections were underpinned 
by some keen US buying, as 
well as a short position under- 
taken by one of the leading 
London marketmakers. Glaxo 
added 1414 to 561%p. Wellcome 
gained 23 to 658P- 

Confirmation that interna- 
. tional conglomerate Lonrho 
had appointed James Capel as 


its joint broker with Strauss 
Turnbull was seen as another 
move helping to elevate the 
stock to “blue-chip” status in 
the market. The shares hard- 
ened a penny to 125p. Bargain 
hunters were seen for English 
China Clays, boosting the 
stock 6 to 4llp. 

Barclays and NatWest were 
the pick of a rather sluggish 
banking sector, with both 
stocks responding to some 
aggressive buying in the 
traded options market and lin- 
gering hopes of another cut in 
domestic interest rates. Both 
share prices moved to within 
10p of their all-time highs. 

NatWest moved up 6 to 487p 
on turnover of dm, while a sim- 
ilar figure was traded in the 
options market Barclays rose 4 
to 48lp on l.4m traded. Abbey 
National, up 2 at 417p and TSB 
3 to 193p. 

The sale and subsequent pur- 
chase of a block of 2Jm Sedg- 
wick shares feiled to unsettle 
the stock price which closed 
only marginally easier at 200p. 

A further rally in crude oil 
prices helped the oil sector sta- 
bilise after the hefty losses of 
recent sessions. 

The oil team at NatWest 
Securities said a move by the 
UN to allow the Iraqis to sell 
around Sl.Sbn worth of OH, for 
humanitarian reasons and for 
reparations to Kuwait, would 
entail the sale of 600,000 bar- 
rels of oil a day. "This is not 


enough to swamp the market 
by itself but probably enough 
to prevent prices rising in their 
normal seasonal pattern in the 
third quarter,” said NatWest. 

The broker told its clients to 
pick up oil issues with good 
recovery prospects, notably 
British Petroleum, but warned 
of the exploration and produc- 
tion sub-sector's vulnerability 
to weak crude prices. 

BP touched 296p, but eased 
back to close only a fraction 
ahead at 294p amid talk of a 
number of profit downgrades 
in the pipeline, notably from 
BZW. Shell rallied 5 to 616p. 

B airmail Castrol jumped 6 to 
617p reflecting its wide expo- 
sure to the German economy 
and hopes of further interest 
rate cuts in that country. 

Among the oil minnows New 
London shares closed 2V, off at 
5%p after the proposed sale of 
its International Drilling Flu- 
ids business to Schluxnberger 
and the latter's proposed acqui- 
sition of a 10 per cent stake in 
New London, fell through. 

Celsis, the medical equip- 
ment manufacturer, made an 
impressive debut in the mar- 
ket. with its floatation via a 
placing and offer nearly 4 
times oversubscribed. The 
shares issued at lOOp peaked at 
217p, before profit-taking saw 
them close just a penny ahead 
at lOlp; turnover was a hefty 
9.9m. 

Turnover in British Steel 
rose to 9.5m and the shares 
shed a penny to 88 1 /* as Nat- 
West Securities reiterated Its 
sell recommendation following 
a meeting with the company. 

Fears that the current UK 
defence cutbacks may eventu- 
ally lead to the UK government 
scaling down its order for the 
new Challenger tank hurt 
Vickers. The shares dosed 2 
off at 149p. Westland Group on 
the other hand was cheered by 1 
reports that an order for trans- 
port helicopters would not be 
subject to the proposed defence 1 
cuts. The shares gained 7 to 
22lp. 

GKN, which has a near 30 \ 
per cent stake in Westland, 
moved 7 ahead to 460p. on the 
same sentiment and news of an , 
improvement in UK car sales. | 
Lex also benefited from the car 
news and rose 7 to 386p. 

Suggestions that Saudi 
Arabia was about to place a 
substantial order for Airbus 
aircraft, for which British 
Aerospace builds the wings 
and holds a 20 per cent stake 
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equity futures and options trading 

STOCK BTOEX futures traded ^ ^ StrOTg * h 

to a eery tight ra»^ per S of the session, Sep- 


volume since June 1992. 

September finished at 2351, 
up 47 from its previous close 
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in traded options, turnover 
remained buoyant and came to 
30,625. Some 6,404 lots were 
dealt in the FT-SE 100 option 


BT led the way with a total of 
6,302 lots transacted, with 
most of the trade done in the 
November 460 calls, which saw 
volume of 2,000 lots. 

It was followed by Barclays 
at 2,030 contracts, with the 
December 460 puts the busiest 
series, and by National West- 
minster at 2,010 contracts. 
British Steel and Glaxo were 
also active. 


depressed levels, when volume 
of 384m shares, among the low- 
est daily levels this year, was 
worth only £76i.Sm in cus- 
tomer business. 

The value of retail business 
has fallen below the £lbn on 
only a handful of occasions 
this year. Yesterday saw 
554,3m shares traded, with non- 
FT-SE 100 stocks accounting 
for 380.4m shares, or 69 per 
cent of total turnover. 

Drug issues, which provided 
the FT-SE 100's three worst 
performing stocks last month 
in Wellcome, SmithKline Bee- 
chain and Glaxo, down 15 per 
cent. 9.9 per cent and 9.4 per 
cent respectively, according to 
Carr Kitcat & Aitken. the 
stockbroker, were in the van- 
guard of the market’s advance. 
Analysts said the stocks had 
been oversold and had been 
due for a rally. 

Enlivening a generally unin- 
spiring trading session was a 
substantial bought deal engi- 
neered by Smith New Court, 
which bought and sold Sears' 
25 per cent stake in Aspreys, 
the royal jewellers. 
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in the company, boosted BAe. 
The shares closed 6 up at 392p. 

BT performed strongly, clos- 
ing 8 higher at 426p, with 5.6m 
shares traded, after news that 
the company had received 5.2m 
registrations for the BT 3 share 
offer. Dealers said the shares 
were helped by strong support 
in the traded options market 
where the equivalent of a fur- 
ther 6.3m shares changed 
hands. 

Positive talk from Kleinwort 
Benson was said to have 
helped Boots, the shares gain- 
ing 6 to 433p. Analysts said 
MFI, off l l /i at 13lVip, had 
weakened after being down- 
graded by Goldman Sachs. 
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CROSSWORD 

No.8,195 Set by GRIFFIN 


ACROSS 

1 Spiteful woman introducing 
nude show (7) 

5 Sailor loves travelling free 
17) 

9 Biting right into tart (5) 

10 Using a room below ground 
level's degrading (9) 

11 Priest ran off, it*s come to 
light (9) 

12 Could make “sheet” the 
plural of this (5) 

13 Many joints get bits 
knocked off (5) 

15 Nice new books I’ve 
designed to give encourage- 
ment (9) 

IB Feeling sorry about one 
with ten pence (9) 

19 Which have to be taken 
during judo sessions (5) 

21 Half tear decoration in col- 
our (5) 

23 The cardinal Is missing in 
unusually large church (9) 

25 Battle with airmen re-siting 
gala In empty tower (9) 

26 Fool one, getting princess 
to retire (5) 


DOWN 

1 Confused by it reversed into 
new coach (7; 

2 Coarse person taking two 
counters in a game (9) 

3 Travels free to the Middle 
West (5) 

4 To drain it off needed prac- 
tice (9) 

5 Informed it’s first class mer- 
chandise (5) 

6 Need cooking after very lit- 
tle in way of sugar added 
<9) 

7 Tale told, say, in Belgian 
city (5> 

S In text remedy is described 
as drastic (7) 

14 Times when US daystar 
becomes hazy (9) 

16 Forms covering half of your 

animate (9) 

17 Introducing new singer 
takes money (9) 

18 Vision of MP with hat on 
crooked! (7) 

20 Greets clandestine army 
regiment carrying instru- 
ment (7) 


27 Wrongly applied for US 22 Wanting underwear starts 


dimes when travelling (7) 


spending money (51 



28 Shelf on board holding 23 Imprisoned for years in 


Solution to Puzzle No.8,194 


toboggans (7) 


empty cupboard (5) 

24 Team accepting poor Lee’s 
regretted absence (5) 
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| WEDNESDAY JULY 7 19M 


CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 

D-Mark loses a little ground 


FINANCIAL FUTURES AND OPTIONS 


THE D-MARK was a touch 
weaker against the dollar and 
European currencies yesterday 
following remarks from Mr 
Helmut Schlesinger, the outgo- 
ing Bundesbank President, 
that German inflation was 
slowly coining down, writes 
James Blitz. 

But despite this, the market 
remained unsure about the 
prospects for further cuts in 
German interest rates. There 
was continuing concern that 
the French franc could come 
under pressure inside the 
European exchange rate mech- 
anism if the Bundesbank does 
not reduce its official rates by 
Vi a percentage point either 
before or immediately after its 
summer recess. 

The D-Mark weakened 
slightly against the dollar after 
Mr Helmut Schlesinger, the 
outgoing head of the German 
central bank, said on Monday 
night that west German infla- 
tion had come a “step closer” 
to meeting the Bundesbank's 
goal of 2 per cent. 

Weak employment data con- 
tinues to put a cap on the dol- 
lar, but the US currency closed 
Vi a pfennig higher against the 
D-Mark in London yesterday at 
DM1.7000. 

Sterling also continues to 
profit from the perception that 

£ IN NEW YORK 


European interest rates are 
coming down while UK base 
rates have remained 
unchanged for nearly six 
months. The pound closed at 
DM2.5675, up Vi a pfennig on 
the day. Mr Neil Mac Kinn on, 
chief currency strategist at 
Citibank, says the pound still 
has a strong upside, but this 
may be capped by the UK pol- 
icy mix of low interest rates 
and tight fiscal consolidation 
which is not positive for cur- 
rencies. 

The French Crane was also 
fractionally stronger against 
the D-Mark. After closing at 
FF1&3860 on Monday night, the 
Crane yesterday finished trad- 
ing at FFr3.3810. 

However, the franc is becom- 
ing a focus of attention in the 
markets. The key issue facing 
the currency is whether the 
Bundesbank delays implemen- 
tation of another cut 

The French authorities have 
had some chance to “go it 
alone” in monetary policy in 
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EURO-CURRENCY INTEREST RATES 
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1(4 - 104 114 - 104 
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recent months. But, although 
French 3-month interest rates 
have been some 50 basis points 
below Germany's in recent 
weeks, that differential nar- 
rowed to 18 basis points yester- 
day amid concerns over the 
deteriorating economic situa- 
tion and France’s restricted 
ability to cut rates. 

Mr Edouard Balladur, the 
French prime minister, has 
mitigated the pressure to 
reduce rates by concentrating 
on a fiscal reflation package. 
Following a major government 
bond issue, there is now talk of 
tax cuts to reflate the econr 
omy. 

But Miss Alison Cottrell, an 
economist at Midland Global 
Markets, believes the franc 
could come under pressure if 
Germany does not ease policy 
between now and its council 
meeting on July 29, the last 
before the summer recess. She 
believes that good inflation fig- 
ures could lead to a cut in the 
Lombard rate on July 29. 
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PmtouB Ay's opon tot CMto 625^56 Puts 480264 (Afl amended) 
Previous day's vahjma: Cals 6.189 Puts 12219 (Afl currsndBS) 


7 to 10 YEAR 10% NOTIONAL FRENCH BOND (MATJF) RnURES 
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128 323 

2.06 4.04 
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DSC 9322 B325 8329 

Mar 94j43 94.46 94.40 

Jun 9425 9428 9422 

Ssp 9428 94.73 94.66 

Eatimatad volume 83130 (49182) 

Previous days opsn tot. 624582 (819283) 






tn.11 9130 91.10 

9121 91.85 91.49 

91.75 9125 9172 91.72 

9126 9120 9125 



Jill 9126 912 

Estimated volume 8819 
Previous days span tot 


FT-3E 100 INDEX - 

m rar tm todw pstat 

Ctosa Hgh lew Prw. 
Sep 2851.0 2859.0 2846.0 2838.D 

Doc 2869.5 28742 28742 2858.5 

Mar 28862 28732 

Estimated rotarae 4750 19646) 

Previous day's open InL 43728 (43760) 

* Contracto haded on APT. Onhg prices Moan. 
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Bullish on sterling 


(11X10 Bjn. Jri 6) 3 months US dohare 

Ud 3»a I otter 3>s 


G morons us Doten 
bU 3 A 1 otter 34 


STERLING money market 
dealers continued to be bullish 
yesterday about the prospects 
for a cut in UK base rates 
before the end of the year, 
writes James Blitz. 

For much of the last few 
months, there had been an 
assumption that the UK 
authorities might keep interest 
rate policy on hold for the rest 
of 1993. Unemployment has 
fallen for 4 consecutive months 
and inflation is at historic 
lows. 

However, retail sales and 
manufacturing output have 
both remained sluggish, rais- 
ing speculation that the gov- 
ernment may need to stimulate 
the economy further. 

UK clearing bank base landtag rate 

6 per cent 

from January 26. 1993 


Sterling's strong performance 
on the foreign exchanges is the 
immediate reason for the 
change in the market's view. 
With the currency touching 
DM2.5685 to the D-Mark 
yesterday, the way is open for 
the government to ease 
monetary policy without 
affecting the pound too much. 

However, the consensus 
appears to be that the cut will 
come towards the end of the 
year rather than in September. 
An easing in monetary policy 
would accompany the tough 
fiscal consolidation expected in 


Mr Kenneth Clarke's first 
budget. 

The December short sterling 
contract closed up 2 basis 
points at 94.48 yesterday, 
pricing 3 month money at the 
end of the year at 5'/* per cent 
The September contract closed 

2 basis points up on the day at 
94.30. 

One dealer suggested 
yesterday that the cut, when it 
comes, may be in the order of l 
per cent rather than Y* per 
cent. “I cannot see the 
rationale for going to 5% per 
cent base rates,” he said. “If 
the cut is to have an impact it 
must be bigger than that." 

The prospect of more rate 
cuts was enough to encourage 
some dealers not to offer bills 
to the Bank of England. There 
were difficulties removing a 
£lbn shortage, pushing the 
overnight lending rate up to 9 
per cent Three-month sterling 
cash closed unchanged at 5% 
per cent. 

There was slightly more 
optimism yesterday about the 
prospect for more German 
interest rate cuts after the 
Bundesbank President said 
that German inflation could 
fall further before the end of 
the year. 

The September Euromark 
contract closed up 4 basis 
points at 93.20, suggesting that 

3 month money will be some 56 
basis points below yesterday’s 
cash level of 7.36 per cent 
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May 29, 1933 to Jane 30 , 1993, Sctraoe (VSV: 5239 px. Loral Authariv end Ftaenre Houees sew 
dsn - notice, offlore seven tews" fixed. Ftoance Houses Base Bate epc from Jtey 1 . I983fiank Oepoea 
Rata tor sums ■ 7 rtays noKa SH px.£eriHcaaa al Tn Depow (Series 6); Depodt n 00,000 snd 
over neld under era mwfln 21, ac4 neHbree nxwhe Step*: three- m * months 5 tej eh-ntae 
months 4% pJLt rrtoe-tvwfwi mnrtto+ij jlc,- Under E1DQJJOO 84, p^. from J*J7, iflM^ Depodte 
vrithdrawn tor cash I’jp.c. 


Estima ted vohuna 119,192 t TWM Open hterea 178,890 
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BASE LENDING RATES 


Adam 5 Company — . 8 

ABed Trust Bank 8 

AIB Baric 8 

•HentyAnsbacher ... 6 

B & C Merehart Bank _ 13 
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Baric ol Cyprus 6 
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CL Bank Nederland 6 
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FtoanoU & Gan Bank ._7 
•Ftobert Herring & Co _6 
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. TSB 8 

Untoaricplc~ 8 
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WlfeaMy UtiGm — 6 
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• Members of Britiah 
Merchant Bonking & 
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Equities unsettled by 
US economic fears 


cunvrc _ . g 

Zurich heats up on UBS speculation 


Wall Street 

ANOTHER rise in bond prices 
faile d to lift US equity markets, 
which remained unsettled by 
the recent release of disap- 
pointing economic data, writes 
Patrick Harverson in New 
York. 

At lpm, the Dow Jones 
Industrial Average was up 0.55 
at 3,484.52. The more broadly 
based Standard & Poor's 500 
was up 0.40 at 446-24, while the 
Ames composite was down 0.51 
at 434.76, and the Nasdaq com- 
posite up 0.67 at 705.16. Trading 
volume on the NYSE was 125m 
shares by 1 pm. 

Prices were trapped in a nar- 
row trading range throughout 
the morning, never breaking 
more than a few points above 
or below opening values. Many 
investors and dealers were 
reluctant to trade equities 
because of doubts about the 
outlook for the economy and 
the approaching second quar- 
ter reporting season. 

Even strong overseas stock 
markets, and another jump in 
bond prices- which sent the 
yield on the benchmark 30-year 
bond to a record low of 6.664 
per cent, failed to stimulate 
buying interest 

Foreign stocks were boosted 


by last week's cut in German 
interest rates, while bond 
prices rose on reports that the 
poor June jobs figures would 
persuade the Federal Reserve 
to postpone any plans for an 
inflation-curbing rise in US 
rates. 

General Motors surged $114 

SAO PAULO put on 3 per cent 
in moderate midsession trade, 
the Bovespa index rising 1,642 
to 56,502 by 1.00 pm local 
time. Midday volume was 
CrS3 trillion ($67.5m). 

The state-run telecoms com- 
bine Tele bras climbed 3.7 per 
cent to Crl.660 and mining 
giant Vale do Rio Doce turned 
in a 4.5 per cent gain at 
Cr3,970. 

to $44% on reports that Wall 
Street analysts were turning 
increasingly bullish on the 
stock in the wake of improve- 
ments in the company’s prod- 
uct line. Ford rose $*/» at $49% 
and Chrysler $% at $46%. 

Selected technology stocks 
were hard hit by analysts' 
downgrades. Hewlett-Packard 
tumbled $4 to $76% in volume 
of almost lm shares after 
SoundView Financial lowered 
its 1993 earnings forecast 
because of concerns over possi- 
ble weakness in the printer 


business. 

Tandem Computer slumped 
$1 Vi to $10% after Morgan Stan- 
ley cut its investment rating 
from a ‘'buy” to a “hold" and 
lowered its earnings forecast 

Gold stocks were back in 
favour as metals prices 
rebounded. Newmont Mining 
firmed $1% to $58%. Homestake 
Mining added $% at $20%, and 
Battle Mountain Gold put on 
$% at $10. 

On the Nasdaq market Apple 
Computer firmed $% to $38% on 
news that the company plans 
to shed 16 per cent of its staff. 

Canada 

TORONTO breached the 4,000 
mark again before the TSE 300 
composite index pulled back a 
little in brisk midday trading, 
registering a gain of 8.06 to 
3,998.55 in volume of 48.63m 
shares valued at C$665.05m. 

Weaker oil and gas stocks 
placed a cap on the general 
market advance, the sector 
index falling 99.94. or 2 per 
cent to 4,82553. 

However, precious metals 
stayed strong, rising 24750. or 
2.6 per cent to a year's high of 
9,895.06. On the New York 
futures market, Comex most- 
active gold surged US$550 to 
US$392.00 per ounce. 


Privatisation programme 
reaches Athens exchange 

Kerin Hope on the market debut of Hellenic Sugar 

G reece's privatisation past two years with the lifting says: "The OTE offering dwarf 
programme reached of price controls on sugar. everything that has ever haj 
the Athens stock It remains to be seen pened on the Athens stocl 


G reece's privatisation 
programme reached 
the Athens stock 
exchange last week with the 
listing of Hellenic Sugar Indus- 
try, the state-owned sugar beet 
processor. In spite of its small 
size the flotation has attracted 
considerable interest, as the 
first new issue in well over 
a year. 

The Dr7.1bn <$32m) offering, 
which covers a 37 per cent cap- 
ital increase and includes a 
small international tranche, 
came as the Athens general 
index was making steady gains 
after months of wavering. “It 
has turned out to be quite a 
good moment to launch," said 
Mr Nikos Tsiros of Alpha 
Finance, adviser on the issue, 
last week, and he was right; 
the issue was 45 times over- 
subscribed. 

The market returned to 
wavering for a few days but it 
got back on the upgrade yester- 
day, the Index rising by 9.65 to 
761.58 on selective buying, up 
13 per cent since the beginning 
of this year but still well short 
of its February peak of 882. 
Yesterday's June figure for 
Greek inflation, a fraction bet- 
ter than expected at 155 per 
cent, against 16.4 per cent in 
May, came too late to affect the 
equity market, says Mr Stuart 
Harley of Schraders. 

The government has priva- 
tised more than 70 concerns in 
the past two years, including a 
handful of companies already 
listed on the bourse. But plans 
to broaden share ownership in 
Greece by making disposals 
through the exchange col- 
lapsed as the weak financial 
position of most nationalised 
companies became clear. 

Hellenic Sugar, a monopoly 
producer controlled by the 
state-owned Agricultural Bank, 
was an exception. The compa- 
ny's earnings soared in the 


past two years with the lifting 
of price controls on sugar. 

It remains to be seen 
whether other new issues will 
follow over the summer. 
Although the list of Greek 
companies waiting to go public 
is lengthening, the market’s 
weak performance over the 
past two years has acted as a 
deterrent 

While brokers seem confi- 
dent that the current recovery 
will continue, there are fears 
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that the flotation of 14 per cent 
of OTE, the state telecoms 
company, planned for Novem- 
ber, will soak up all available 
liquidity. 

Even with 5 per cent set 
aside for an international 
tranche, together with another 
4 per cent for company employ- 
ees, the remaining 5 per cent, 
valued at around Dr32bn, 
would still amount to much 
the largest public offering ever 
made in Greece. 

In the meantime, Commer- 
cial Bank, the second-largest 
state bank, bas postponed the 
first stage of a Dr50bn rights 
issue, set for May, without 
deciding on a fresh date. 

Mr Nikos PanteLakLs of Mid- 
land Pantelakis Securities 


says: “The OTE offering dwarfs 
everything that has ever hap- 
pened on the Athens stock 
exchange so, naturally, there is 
some apprehension. But it will 
give a lot more depth to the 
market" 

In the meantime, the govern- 
ment’s announcement of 
sharper cuts in interest rates 
on treasury bills, already 
declining by a quarter-point 
with each new issue, is likely 
to send funds back into the 
stock market With the savings 
deposit rate down to 17 per 
cent less than one percentage 
point above the current infla- 
tion rate, small Investors are 
starting to return to equities. 

While company results for 
1992 were mixed, construction 
groups, expected to benefit 
from increased inflows of EC 
funds for infrastructure pro- 
jects, have greatly outper- 
formed the market Mechaniki, 
a leading contractor, is up 56 
per cent Alcatel Greece, which 
recently started producing 
fibre optic cables for subma- 
rine use, is up by 63 per cent 

Banks have also outper- 
formed the market, by an aver- 
age of 18 per cent this year. 
They are led by Ergobank and 
Credit Bank, the two largest 
private banks, which had a 
good first quarter. 


H owever, the average 
price/earnings ratio is 
still only 11, and on 
that basis Greece looks 
cheaper than other emerging 
markets. Foreign investors 
have been returning to Athens - 
as a result 

Mr Alexander Moral takis of 
Nun tius Securities says: “What 
we are seeing is international 
fund managers buying into 
Greece again. Funds are com- 
ing out of Istanbul, for exam- 
ple, which is now a very expen- 
sive market and moving here." 


SPECULATION in Switzerland 
and, to a lesser extent Ger- 
many gave bourses a lift. 
w rites Otar Markets Staff. 

ZURICH raised the tempera- 
ture again as investors heard 
more details of a SFri80m 
rights issue from BK. Vision, 
the investment trust which 
currently has total funds of 
more than SFrlbn. and which 
crossed swords recently with 
UBS, Switzerland's biggest 
bank. 

BK Vision, said Mr Frederick 
Hasslauer at Swiss Volksbank, 
disclosed yesterday that 56 per 
cent of its holdings were in 
UBS. UBS led banks higher in 
very heavy trading, on specula- 
tion that the BK Vision rights 
issue would mean more big 
buying of UBS shares. The 
bearers rose SFY53, or 4.7 per 
cent to SFr 1,187 and topped the 
active list In the same sector, 
CS Holding firmed SFr70 to 
SFr2,800 and SBC SFr 12 to 
SFr425. 

The SMI index hit a new 
all-time high of 25905. up 265 
as turnover recovered after 
Monday’s lull. The traffic was 
not all one-way. Nestld came 
under pressure, falling SFr 12 
to SFrt.llS as the investment 
bank, Goldman Sachs, said in 
New York that it had removed 
the share from its recom- 
mended list. 

FRANKFURT looked for 


ASIA PACIFIC 

Nikkei 


Tokyo 

ARBITRAGE-related trading 
pushed cash share prices 
higher in tandem with the 
futures market, which rose on 
renewed hopes of a cut in the 
official discount rate, writes 
Emiko Terazono in Tokyo. 

The Nikkei average gained 
206.72, or l.l per cent, at 
19529.78 on buying by arbitra- 
geurs and investment trusts. 
The index fell to the day’s low 
of 19589.66 just after the open- 
ing, and hit the day’s high of 
19,83358 in the afternoon. 

Volume remained subdued at 
180m shares against 140m. The 
Topix index of all first section 
stocks rose 7.48 to 1,592.90. 
Advances led declines by 555 to 
397, with 188 issues unchanged. 
But in London the ISE/Nikkei 
50 index eased 052 to 1420757. 

The cash market fluctuated 
on technical trading due to the 
low volume. Speculation that 
Japan will emphasise economic 
recovery in the G7 communi- 
que added to hopes of further 
monetary easing. 

However, traders expect 
investors to remain inactive 
ahead of the July 18 lower 
house elections. In a recent 
report, Salomon Brothers In 
Tokyo maintains an optimistic 
view on equities, commenting 
that the market will begin 
to recover as a result of better 
economic news and opposition 
proposals to reduce taxes and 
stimulate the economy. 


SOUTH AFRICA 

THE GOLDS Index slipped 
back moderately from an ear- 
lier high, having risen to an 
intraday peak of 2,112 as the 
price of bullion broke through 
the $390 an ounce level. The 
index was finally np 72, or 3.6 
per cent, at 2,090. 

Industrials gained 17 at 
4,719 on expectations of a cut 
in interest rates next month, 
while the overall index put on 
36 at 4510. De Beers rose R1 
to R86 on better than expected 
diamond sales figures. 


more rate cut speculation after 
the Bundesbank president, Mr 
Helmut Scblesinger, said in a 
speech late on Monday that 
western German inflation had 
risen at an average of 2.7 per 
cent over the previous three 
months on an annualised, and 
seasonally adjusted basis. 

However, the Bundesbank 
then denied a report that a 
majority of central bank coun- 
cil members had wanted a 
sharper cut in interest rates 
than was derided on last week. 
The DAK index rose by 8.70 to 
1,700.87, nudged upward by 
some late buying of banks, as 
turnover rose from DM4.6bn to 
DM5-2bn. 

Dresdner starred with a 
DM5.60 rise to DM38850 at the 
close, and a further gain to 
DM390 in the London post 
bourse. Bayemhypo moved up 
DM250 to DM40L50 on the ses- 
sion, and then another DM350 
to DM405 after hours. 

Chemical companies were 
broadly higher, benefiting from 
the extended strength of the 
dollar; constructions, similarly, 
moved up in echelon, recover- 
ing from recent weakness. 

PARIS resumed its uptrend 
following Monday’s losses, and 
the CAC-40 index put on 9.68 to 
1,935.12. Turnover remained 
weak at under FFr2bn. 

Total lost an early gain on 
news of progress in talks 
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between the oil group and 
Saudi Arabia as the price of 
crude weakened throughout 
the day. The shares slipped 
FFr2.10 to FFr26850, while 
those of Elf Aquitaine lost 
FFr250 to FFr38450. 

Automotive issues were 
steady as James Capel reiter- 
ated its sell recommendations 
for Michelin, Peugeot and 
Valeo yesterday. The broker 
downgraded its 1994 profit fore- 
casts for the three companies, 
although it noted that, in con- 
trast with Michelin and Peug- 
eot, Valeo's profits “should 
hold up relatively well”. Valeo 
closed FFr5 higher at FFr819. 

AMSTERDAM also recovered 
Monday’s fells, with a rise in 
the CBS Tendency index of 05 
to 1135. Ahold went against 
the trend, slipping FI 250 to 
FI 3550 after the sale of a 6.7 
per cent stake. 

ABN Amro improved FI 150 
at FL 57.70 as it announced the 


purchase of a US bank. 

MILAN failed to respond to 
the Bank of Italy’s larger than 
expected cut in the discount 
rate, ann ounced after Mon- 
day's dose. The discount rate 
now stands at its lowest level 
for 17 years. 

The Comit index closed 
down 726 at 53357. Ms Marie- 
Christine Keith, an Italian ana- 
lyst at NatWest Securities in 
remarked that she had 
expected a stronger perfor- 
mance, given that the cut of. 
one percentage point had 
exceeded expectations. 

She expected the market to 
drift over the next few weeks, 
ahead of a number of 
announcements due by the end 
of the month. These include 
publication of the draft budget 
for 1994 and details of progress 
on privatisation issues. 

There was some interest in 
Fiat, partly on rumours of a 
strategic link up; but the 


shares closed mar ginally lower 
on the kerb, down L6 at 15,225 
ahead of car sales data which 
showed a fall of more than 28 
per emit in June agai n s t the 
same 1992 period. 

HELSINKI continued to out-; 
perform many of Europe’s mat- 7 
kets on strong deniand by forT : 
sign investors and positive- 
company reports. The Hex 
inrfCT gained 3.12 per. cent to 

I, 241.6. although it remained 
slightly below the year's high, 
recorded on May 21, of 1248. . ’ 

Nokia advanced FM8 - tb- 
FM199 after announcing the 
sale of its electrical wholesale 
operations and a broker's 
upgraded . 

ISTANBUL declined bj 
another 32 per cent In reaction 
to the attack by Kurdish rebels 
on an eastern village which : 
left 32 people dead. The earn . 
posite index plunged 368.7 -to 

II, 328.3 in turnover up tq 
TL905bn from TL805bn. - fv 

TEL AVIV dropped for/tiie , 
second consecutive day on 
weakness in the bond market, 
the Mishtanim blue chip index, 
falling 2-87 to 19450 In tHTfr- 
over of Shkl77m. — 

WARSAW reduced its rate iff 
nUmh ahead of the release 
half -year company results, but 
the WIG index still put ok 
133.7. or 35 per cent to 44385 
in active- turnover of 54lbir 
zloty ($30m). 
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Jointly compiled by The Financial Times Limited, Goldman, Sachs & Co. and NatWest Securities Limited 
in conjunction with the Institute of Actuaries and the Faculty of Actuaries 
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. . +0.4 132.52 

Austria (18) 142-90 -2.0 140.17 

Belgium (42). 147.81 -0.1 14458 

Canada (108) 128.35 -0.1 125.90 

Denmark (33) 214.70 -12 210.59 

Finland (23). 96-23 +2.5 94.39 

France (96). 150.06 ■ -0.7 147.77 

Germany (60) 109.28 -0.3 107.19 

Hong Kong (55) 290.29 -0.4 284.74 

Ireland (15) 162.19 -0.3 159.09 111.75 143.01 159.20 -0.2 339 162.67 158.98 111.83 14343 159 

Italy (foL 68.62 +0.4 67.31 47.26 60.50 78.98 +05 1.98 6838 6735 47.00 6039 78 

-03 14154 99.42 12735 99.42 +0.0 053 14458 142.19 9959 12750 99, 

Malaysia (69) 331.13 -0.7 324.80 228.14 29137 32852 -0.6 2.05 33332 327.81 229.12 29339 330 

Mexico (19). 149857 -05 146931 1032.53 132136 511334 -0.6 036 150553 148038 1034.94 132750 5143 

Motherland (24) 165.69 -0.4 162.52 114.16 148.10 144.10 -0.3 3.81 1B633 163.59 11434 146.67 144 

Naw Zealand (13) 51.72 +1.5 50.73 3534 4530 5053 +1.4 4.41 5038 50.14 35.05 44.95 48 

Nonrayj22U. 154.08 -0.5 151.14 108.17 13537 150.58 -0.4 1.75 15490 15234 106.48 13659 151, 

Singapore (38) 252.02 +0.0 24730 173.65 22232 188.61 +0.1 133 25138 247.80 17330 222.16 188 

South Africa (60) 20857 +0.8 204.58 143.70 18330 21039 +03 2.41 20736 203,83 142.47 182.74 209 

1»» -I-? 12158 85.41 10939 121.61 -1.0 4.8S 12531 123.14 88.07 110.40 122 

Sweden (36L--— 167.14 -1.1 163.94 115.16 147.37 191.57 -03 1.78 16833 166.14 118.13 14835 193. 

Switzerland (50) ... 126.40 -03 12338 87.09 111.47 11852 -0.1 1.83 12630 124.70 87.17 111.82 113 

United Kingdom (219)- 17456 -0.4 17132 12038 153.91 17132 -03 4.0S 17531 17231 120.43 154.47 172. 

USA (519). — ■ 182.51 +0.0 17932 125.75 16033 18251 +0.0 230 182.51 179.49 125.47 160.93 182 . 

Burope£53) 1«.06 -0.4 140.32 9857 128.15 136.35 ^05 339 14334 14137 98.75 126.66 136. 

Nordic (114) 160.39 -0.7 15732 11051 14133 161.44 -05 154 161.48 15831 11131 14236 182. 

Pacific Basin (713) .... 14833 -03 145.49 10230 130.79 106.11 +0.0 1.11 14360 146.14 102.15 13133 106. 

t 1 **)- “5-2 322-2® 10003 iaa.78 mas -03 139 146.48 14434 100.57 129.13 ns. 

North America (627) — 179.13 +0.0 175.70 123.44 157.97 17831 +03 231 179.14 176.18 123.18 15738 178. 

Europe Ex. UK (534) — 123.58 -0.4 12131 85.16 108.99 114.77 -0.4 2.78 124.11 122.08 8533 109.46 115. 

Pacific Ex. Japan (243)....-. 18831 -0.1 184.61 129.70 155.97 174.52 -03 3.15 188.38 18537 129.52 186.12 175. 

World Ex. US (1853). 14633 -03 144.12 101.24 12a 56 12030 -0.2 231 14730 144.87 10137 12939 120. 

World Ex. UK (1953). 15634 -0.1 153.25 107.66 137.78 13652 -0.1 2.13 156.45 15337 10756 137.97 136. 

World Ex. So. Af. (2112)..... 157.81 -03 15430 108.61 13639 139.14 -0.1 231 157.87 15538 10854 13932 139. 

World Be. Japan (1703) — 186.89 -0-1 13870 115.00 147.18 18238 -03 236 187.12 16436 11450 14738 182. 

The World Index (2172)-.... 15737 -03 154.85 108.78 13931 139.73 -OT 231 15812 15550 10870 139.43 13a 

Copyright. The Financial Times Limited, Goldman, Sachs & Co. and NatWest Securities Limited. 1987 

Constituent change with effect mfSBt DeleUomAslEnd (Spain). Latest prices were unavailable for this edftlon. USA market dosed Jtdy 5. 
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Hopes of an imminent cut in 
the discount rate helped inter- 
est rate-sensitive large capital 
issues. Nippon Steel rose Y5 to 
Y366 while Mitsubishi Heavy 
Industries gained Y6 at Y642. 

Reports of a sharp fall in 
crude oil prices during recent 
weeks helped oil refiners on 
expectations of wider profit 
margins: Nippon Oil appreci- 
ated Y16 to Y806 and Cosmo 
Oil advanced Y12 to YSS2. 

Reports that Unichann bad 
decided to close Academic Uni- 
charm, a computer dating sub- 
sidiary, encouraged investors, 
pushing the nappy manufac- 
turer up Y60 to Y2.780. 

In Osaka, the OSE average 
rose 85.73 to 21,79131 in vol- 
ume of 15.5m shares. Rohm, 


the most active issue of the 
day, firmed Y50 to Y3.170. 

Roundup 

THERE WERE mixed perfor- 
mances from the region's mar- 
kets yesterday. 

TAIWAN surged 3.6 per cent 
in a technical rebound trig- 
gered by news that the For- 
mosa Plastics group would 
soon begin b uilding its long- 
delayed $7.5bn petrochemical 
complex. 

The weighted index finished 
140.09 higher at 4,047.42 as 
turnover expanded to 
T$19.35bn from Monday’s 
T$1132bn. The plastics sector 
led the gains, forging ahead 5.1 
per cent. Formosa Plastics 


strengthened T$230 to T$4330 
in heavy trading. 

HONG KONG retreated In 
subdued trading as investors 
awaited developments in Srao- 
Britfsh talks. The Hang Seng 
index shed 37.07 to 7,16834 in 
turnover down to HK$23bn 
from Monday's HK$42bn. 

Some brokers said most fund 
managers were waiting for the 
visit of Mr Douglas Hurd, the 
British foreign secretary, to 
Beijing later this week, to dis- 
cuss Hong Kong’s political 
reform plans. A separate round 
of Sino-UK talks aided in Bei- 
jing yesterday, with further 
discussions scheduled for later 
in the month. 

NEW ZEALAND continued 
to rise, setting a fresh three- 


year high with Telecom again 
the focus, adding 3 emits at 
NZ$3.28. The NZSE-40 index 
closed 2.33 up at 1.717.85 in 
turnover of NZ$23 .2m. 

SINGAPORE eased in thin 
volume, but with activity parr . 
ticularly noted in Malaysian 
plantation stocks traded over 
the counter. The Straits Times:. 
Industrial index lost 6.95 at 
131857. 

KARACHI rose on institu; 
tional buying, with investors, 
largely i g norin g the continuing 
political uncertainty arising 
from what is being seen' as a 
power struggle between Presi- 
dent Ghulam Ishaq Khan ' and . 
Prime Minister Nawaz Sharif. 
The KSE index moved ahead 
1032 to 134337. 


“These excellent results indicate the 
continuing strength of the Company. 
We have significantly improved 
profitability and customer service, 
whilst reducing tariffs by 4% for the 
average domestic customer.” 


Bryan Townsend 

Chairman 


Highlights 

Increased pre-tax profit of £1671 m - up 17.6% 
Increased turnover of £ 1,536.9m - up 5.7% 
Increased earnings per share at 55.8p 
increased dividend per share of 20.0p 
Domestic prices down 4% 


Summary Financial Statement 

(Historical Cost) 



1992/3 (Em) 

1991/92 (£m) 

Turnover 

1,536.9 

1,454.1 

Profit before Taxation 

167.1 

142.1 

Profit after Taxation 

117.1 

102.7 

Earnings per Ordinary Share 

553p 

49.0p 

Dividend per Ordinary Share 

20 .Op 

17.25p 


Copies of the Directors' Report and Accounts and/or the Annual Review 
will be posted to shareholders on 12 July 1993. 

The Annual General Meeting will be held at the International Convention Centre, 
Birmingham, on Wednesday 11 August 1993 at 11.00 am. 

Subject to approval at the AGM. the recommended final dividend of 4.6Sp fnei) 
making a total of 20.0p (net) for the year, will be paid on 1 October 1993 to 
shareholders on the register as at 29 July 1993. 
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